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Notes of the Month 
actuarial science. The trust movement in industry, says the Statist, 
has largely resulted from a greater appreciation of costings and the 


economies to be derived therefrom. 
* * * 


The Income Tax Reform League 

Many business men will learn with unfeigned regret that it has been 
decided to dissolve the Income Tax Reform League, a body which has 
rendered yeoman service to taxpayers during the past few years. Some 
of the tangible results of its efforts are 
briefly reviewed in the fourteenth and final 
report of the Executive Committee now issued 
to the members, and’ they form an impressive 
record of achievement. Valuable concessions 
have been secured in favour of both indi- 
viduals and companies which have gone far 
to mitigate the more flagrant inequalities 
and injustices of the Income Tax Acts. 
Other important reforms advocated by the 
League were recommended for adoption by 
the Royal Commission on the Income Tax, 
and no doubt much of the League’s success 
has been due to its policy of never asking for 
any reform which could not be strictly 
justified on fiscal and economic grounds. 
Warm appreciation is expressed by the Executive Committee of the 
valuable services continuously rendered by Mr. G. O. Parsons, Hon. Sec- 
retary. Mr. Parsons’ wide knowledge of all matters relating to Income Tax 
law and practice has been placed entirely gratuitously at the service of the 
League, and he has the satisfaction of knowing that many of the practical 
reforms which he has advocated have been adopted by the authorities. 

* * * 


Alarming Effects of Taxation Policy 

, It might have been thought that in view of such a creditable record 
the need for the services of the League was greater than ever at the present 
time, but probably the Committee were influenced in their decision to 
dissolve by the recent formation of the Income Tax Payers’ Society, 
which has secured a great measure of influential support, and it may 
have been felt that the interests of taxpayers will be sufficiently protected 
by the new organisation. Be that as it may, the League does not retire 
from the field without a Parthian shot at the folly of the present taxation 
policy. Says the Report— e 


Among business men, with knowledge’ of Income Tax problems, the with- 
drawal of the Revenue Bill has cregted the impression that the possibilities of 
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early reasoned reform have become hopeless, because the only question -before 
the public to-day is the relief of certain classes at the expense of other classes. 
One important question is relief for business carried on abroad, controlled from ` 
the United Kingdom. This question, however, receives no attention, and, as a 
consequence, the commercial world are obtaining the necessary and just relief by 
removing control and registered offices of companies from this country ; thus, 
not only is a large portion of the Income Tax itself at stake, but, what is of greater 
importance, the position of this country as an international centre for the conduct 
of foreign ventures (with shareholders of mixed nationalities) is now being under- 
mined to an extent that is truly alarming. The Corporation Profits Tax has 
accelerated the attack on this portion of our foreign trade, and therefore foreign 
registration and control of foreign ventures tend to replace those which were 
originally carried on in this country, and—more important still—future foreign 
business of like nature is arranged abroad, and not in the United Kingdom. Thus 
the large indirect gains to the finance and commerce of this country which arise 
from the control of foreign business will continually diminish. 


* * * 


A Dangerous Remedy 


It is easy to see that this tendency in the direction of removing’ the 
control and the registered offices of companies from this country, in order 
to escape excessive taxation, if allowed to continue unchecked would 
represent an appreciable loss of those “ invisible exports ” which. form 
one of our most valuable assets. At the same time, it should be borne 
in mind that such a policy is not without serious disadvantages to share- 
holders, and removals of the kind should not be lightly entered into. 
Some of these disadvantages are capable of ready illustration. For 
example, the Devon Estates (Malacca), which recently declared a 3 per 
cent dividend, is now a dollar concern, having removed to Singapore in 
order to take advantage of the lower rate of income tax prevailing in the 
Straits Settlements and to escape from E.P.D. It has been pointed out 
in the financial press that actually, however, the company has cut itself 
adrift from any refund of excess profits duty payable on account of 
earlier periods, which did so much to replete the coffers of many com- 
panies; while even more serious is the fact that, whereas the shares 
formerly enjoyed a free market here, it is now impossible to deal in them 
on this side, and holders, however much they may wish to sell, are 
compelled to retain their interests. 


x% * * 


Uncalled Liabilities: A Warning 

A point of considerable interest to shareholders has arisen in connec- 
tion with the liquidation of the City Equitable Fire Assurance Co., Ltd. 
This company’s shares, as is well known, have been standing at a con- 
siderable discount owing to the uncalled liability upon them, and recently 
holders have been willing to pay yp to 5s. per share for the opportunity of 
transferring their obligations to ether parties. This method of getting 
rid of an unpleasant liability should, however, be exercised with extreme 
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care- It should be realised by shareholders in defaulting companies, 
. with uncalled liability on their holdings, that where the shares have been 
transferred within the twelve months preceding default, and where the 
existing holder is unable to meet the calls, liquidators have power to 
come upon the transferor for any uncalled liability. Investors who 
are unfortunately interested in such companies, and who do not desire 
to throw good money after bad, should proceed with extreme caution 
when attempting to dispose of their holdings. 


* * * 


Limits of Trade Union Activity 

Mr. W. A. Appleton, general secretary of the General Federation of 
Trade Unions, touched upon several controversial topics of great interest 
to management during his lecture before the Royal Society of Arts, 
last month, on “The Proper Functions of ` 
Trade Unions.” One of the acknowledged 
thinkers of the Labour movement, as distin- 
guished from the irresponsible extremist, 
Mr. Appleton is at issue with other prominent 
leaders of trade unionism on several questions 
of first-rate importance. He differs from 
general labour opinion in believing that 

the provision of capital, the discovery and 
© exploitation of markets, and the actual direc- 
tion of business are outside the legitimate 
functions of trade union activity. It would 
appear, therefore, that he has little sym- 
pathy with workers’ representation on boards 
of directors, although this claim occupies an 
important place in some labour programmes. 
The proper functions of trade unions, he contended, embraced every 
problem connected with, or arising out of, employment and unemploy- 
ment, and out of trade and commerce, in so far as these affected 
employment. In opposition to Mr. Clynes, he believes that provision 
for unemployment is not properly the affair of the State. Each industry 
should provide and administer its own unemployment fund. If it be 
objected that industry could not bear this charge, Mr. Appleton replies 
that the industries are already bearing the cost, plus the cost of 
bureaucratic administration and that of moral deterioration. 


* * * 
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Unemployment Insurance by Industry 
This declaration by a leading yépresentative of Labour opinion is 
the more timely in view of Dr. Macnamara’s circular to employers’ 
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organisations and trade unions, inviting their views on the possibility 
of placing unemployment insurance on the basis of insurance by industry, 
which makes it apparent that an important change in Government 
policy regarding provision for unemployment is being seriously considered. 
There are sound reasons for such a change of front. Administrative 
economy is vital to our continued existence as a manufacturing nation, 
and, in the light of recent revelations of departmental extravagance, 
economists are examining critically the limits of State action in many 
directions in which its usefulness has been hitherto accepted without 
demur. Ifthe great army of unproductive officials is ever to be seriously 
reduced, clearly there must be some curtailment of administrative 
functions. Moreover, if by making each industry responsible for its 
own unemployment there would result considerable economies, as many 
prominent business men we think rightly believe, then the urgent 
necessity for immediate economy makes it imperative that the question 
should be examined in all its bearings without delay. 


* * * 


Incorporated Accountants 


TEE Year Bok of the Society of Incorporated Accountants and Auditors is 
now published for 1922, and contains the names of 3,360 members. Of these, . 
2,659 are in England and Wales, 114 in Scotland, 86 in Ireland, and 501 in the 

British Dominions and Colonies and foreign countries. 


x x x 


The Industrial ines and Council 


Pare BURNHAM, C.H., joint president with Mr. G. H. Roberts, M.P., of the 
Industrial League and Council, appeals for funds on behalf of its valuable 
work. He claims that by its efforts the Industrial League and Council has brought 
about a better spirit in industry and led directly towards the formation of local 
Whitley Councils. The educational side of the League is to be widened with the 
assistance of Industrial Information, an organisation which, working under the 
supervision of Mr. Sydney Walton, C.B.E., has been endeavouring to extend the 
teaching of economics among the mass of the people. Lord Burnham says: 
** The inexorable laws of economics, which are so often quoted to justify one side 
or the other, have made themselves felt in a way that was never before realised. 
Labour has seen its war-time gains vanish before its eyes. Capital has seen the 
easily amassed profits replaced by enormous losses. Both are disillusioned. 
Both are searching out new roads which will lead them somewhere, as the old 
roads led them nowhere.” Funds are needed to enable the League to extend its 
excellent work of organising conferencgs between employers and employed, and 
for providing facilities for the frank discyssion of industrial matters. 
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“ The departmental system is defensive . . .4. The divisional system is offensive ; it 
favours a fighting policy, vigorous methods, prompt decisions, and acceptance of risks.” 


Industrial Structure 
IV. The mae of Departmental and Divisional 


ethods of Organisation 
By “M. R. L.” 





This article, in which departmental and divisional systems of organisation are 
contrasted, is of capital importance for everyone interested in business management, 
The writer puts his finger unerringly on the serious weaknesses of the departmental 
system—the loss of personal touch, the discouragement of team-work, the perpetuation 


of obsolete methods—and with equal clearness brings out the great advantages of the 
divisional principle of organisation for all large concerns. 


r was suggested in the previous article that business organisations 
generally can be classified as either departmental or divisional, and 
an attempt was made to show the main principles underlying these two 
systems and to bring out one of the essential points of contrast between 
them, namely, the encouragement given by the departmental system to 
specialists and specialisation as opposed to the all-round men who are 
trained by the divisional system. 

We now propose to set out some considerations relative to the 
advantages and disadvantages of the two systems for various types of 
business, dealing with the question as before, in general terms only ; 
to go into detail would involve making many reservations and small 
exceptions which would be very confusing and almost impossible in a 
short article. 


The Principle of Division of Labour Implies 

Specialisation 

The first consideration we have to put forward is one of principle, 
It is a truism that the modern world is chiefly notable for production on 
a large scale, and every economic text-book sets forth the way in which 
this phenomenon has been achieved by division of labour, or specialisation 
of functions. Here is our departmental system, which organises self- 
contained departments for each species of work in any given business, 
so that from simple beginnings a company can constantly increase its 
activities, adding new departments as it launches out into new spheres 
of work. 


The Limitations of the Departmental System 
To that extent the departmental system of organisation is in keeping 
with the general tendency of modern industrial and commercial progress, 
but it is distinctly limited. It is capable of almost indefinite expansion 
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of the horizontal type, that is to say, a company can increase its scope 
by adding a number of new departments, each attending strictly to its 
own speciality and to that alone. But it is not easy to continue the 
expansion downwards, or vertically. As each department grows, there 
comes a point beyond which effective departmental control becomes 
impossible. Neither the general manager who directs the working of 
all the departments, nor the manager at the head of a particular depart- 
ment, can any longer look down into the lower depths of the organisation 
for which he is responsible. Complaints, suggestions, and inquiries 
from the ranks take so long in reaching him, up the laborious ladder of 
departmental subordination, that they are of no importance when, if 
ever, they reach him. He has, in fact, lost touch with his humbler 
employees, and the personal element in management, which is of such 
vital importance, has gone. 


Divisional Organisation Keeps Contact with the Staff 
This state of things is avoided in a divisional organisation. Divisional 
officers control the work of the various sections or branches of the 
business, and each makes himself responsible for everything in his 
section, acting there as the local representative of all the various depart- 
mental chiefs at headquarters. He knows the staff and he supplies the 
personal element which is lacking in an overgrown departmental organisa- 
tion. Small matters which might drag on indefinitely, local friction 
between the juniors of separate departments, petty grievances, which, 
transmitted upwards through the “ proper departmental channels,” 
would get lost before they reached the manager’s ear, all these are quickly 
and satisfactorily dealt with on the spot in a divisional organisation. 


It Shifts the Burden of Detail Work from 
Headquarters to Local Centres 


At first sight this might appear to suggest that specialisation is a 
limited affair, and that the principle of division of labour is not one of 
universal application. In truth, however, it is only a confession of 
failure on the part of departmentalism, an admission that under certain . 
conditions the further sub-division of functions becomes ineffective and 
wasteful. Continued expansion, however, is quite a simple matter if 
departmental methods are put aside at this stage of development, and 
the divisional organisation is introduced. What then happens is the 
shifting of a considerable portion of the executive work from head- 
quarters to a series of local centres, each of which becomes a point at 
which the delegated functions of the management are concentrated, 
and from which a live and effidient control of the work of the section 
can be maintained at close quarters and in personal contact with the 
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Insuring a Personality 

Ponu is an immensely important factor in business, and 
the records of insurance companies show that the fact is widely 

appreciated, says the Insurance Record. Large policies are frequently 

effected by business houses to guard against the financial loss that may 

follow the death of a prominent and well-known member of'the firm. 


* * * 


The Returns of Industry: A Valuable Idea 

Mr. T. B. Johnston, managing director of Pountney & Co., Ltd., the 
well-known pottery manufacturers, of Bristol, makes a novel suggestion 
in a financial contemporary apropos the need for refuting the popular 
theory that Labour is exploited by Capital. Mr. Johnston, whose 
forceful article in these pages a few months ago dealing with the currency 
problem will be remembered, points out that the organisation of British 
industry has made rapid strides during the last decade, and there are 
now over 3,000 associations of employers. He suggests that employers 
would be well advised if each association were to deposit an annual 
certified statement with the Board of Trade, showing (1) the average 
net profit on turnover of the members of such association ; (2) the average 
ratio of turnover to capital; (3) the average earnings per hour of skilled, 
semi-skilled, and unskilled labour ; (4) the average percentage on turn- 
over distributed by way of dividends. Such statistics would be easy to 
obtain and, spontaneously offered, would have valuable psychological 
effects. They would show conclusively that employers as a whole take 
out of industry an amount which is really not so much as is very often 
paid to commission-men, and for this small commission they have to 
provide the capital, take all the risks and supply the organising ability. 
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Such facts, Mr. Johnston is convinced, would cut the ground from under 
the feet of irresponsible extremists, who emphasise isolated instances 
of exceptional profits, and ignore the results of industry as a whole. 


* * * 


A Concrete Example 

Some years ago, he adds, he got the accountants of one of the concerns 
in which he is interested to get out figures showing how the product of 
labour was shared between Capital, Labour, and the State, over a period 
of five years. The result showed that workers and salary earners received 
84:5, State and local authorities received 12-5, shareholders received 
3-0 per cent. These figures show that if the workers got the whole of 
the dividends which went to the shareholders it would not appreciably 
increase their incomes, and it would be impossible to do this, for the State 
would not provide the capital for nothing. 

There can be no doubt that this excellent suggestion, if carried into 
effect, would have important and far-reaching consequences. Apart 
from exposing popular fallacies, and tending to destroy the evil influence 
of agitators who frequently have a vested influence in the stirring up 
of industrial strife, it would provide a mass of valuable economic data ° 
which would be of the greatest service to both sides in future wage- 
adjustments, and might easily lead to the prevention of a disastrous 
industrial conflict. 


* * * 


The Institute of Public Administration 

Those engaged in the conduct and administration of large industrial 
organisations will note with more than passing interest the formation 
by members of the Civil Service of an Institute of Public Administration, 
and will extend to the new society hearty good wishes for success. It 
is the very worthy object of the Institute to encourage the intensive 
study of the principles of historical, economic, and political science, 
and of the vocational or professional practice of public administration, 
and to give expression to the views of the public services on questions 
of public duty and professional etiquette. Not only the Civil Service, 
but also the Local Government and other municipal services are embraced 
in the scheme of membership, and the enthusiastic support of these bodies 
is assured. Arrangements have been made with the London School of 
Economics to provide ‘a course of lectures on administration, to which 
members and associates of the Institute will be admitted at a reduced 
fee, and eventually a diploma in public administration may be issued. 
It will also be one of the aims of the Institute to establish the science and 
technique of public administratio upon sound and well-ordered lines., 
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Business Men and the Public Services 

Recent events may well have impressed upon Civil Servants the need 
for an organisation to watch their interests, and to prevent undesirable 
misconceptions arising in the public mind regarding their duties. It 
is the fashion in some quarters to hold up the members of the Civil Service 
to derision as a bureaucracy leading a sheltered existence in the pleasant 
anchorage of a “safe” job, and to pretend that in the hurly-burly of 
business life they would find a considerably lower level. In the business 
man’s justifiable hatred of Officialdom he is apt to lay the blame for the 
undue multiplication of officials not on the politicians who are really 
responsible, but on the officials themselves, who are entirely innocent 
of a policy which they may equally detest. Some writers go so far as 
to credit the higher Civil Servants with sinister influence over our political 
tulers, and perhaps the latter find it convenient to ignore an idea which 
to them is sufficiently absurd, but which is liable to influence the public 
by sheer reiteration. In times when, principally asa result of extravagant 
policy in the past, the utmost economy in administration is imperative, 
such attacks are perhaps not difficult to understand, but they are never- 
theless palpably unjust to a public service which in the main is distin- 
guished for high administrative efficiency, and admittedly ranks factle 
princeps in the world. Isolated attacks of this kind are irritating enough, 
but when continually repeated they have a very baneful effect indeed 
on the psychology of the Civil Servant. They tend to destroy a man’s 
honest pride in his work, to set class against class in the Service itself, 
and to warp its whole attitude towards the public. When one’s best 
efforts are consistently belittled and misrepresented it is hard to preserve 
any high ideal of service to the State. .Hitherto the public services have 
been without the means of defending themselves against these unfair 
attacks, although they are keenly resented ; the new Institute provides 
them with the opportunity of expressing their own point of view, and of 
making clear to business men the limits of their responsibility. 


* * * 


How Bad Times Test Business Policy 


A year of falling prices, when the commercial depression that is 
inevitable from steadily decreasing purchasing power paralyses demand 
for everything except necessities, and when the hand of the tax-gatherer 
was never so heavy upon all forms of enterprise—such a year will test 
the stability of any big business to its foundations. The bigger the 
concern the greater is the danger from errors of policy. A serious blunder 
in buying may prove fatal.. And yet in such forms of organisation as 
the big departmental stores swift decisions are imperative. Hesitancy 
would lose the market. .Huge stocks,must be kept to meet the needs of 
the thousands of customers ; large buying myst be continued under the 
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menace of the knowledge that values are depreciating with abnormal 
rapidity, and that nothing is more dangerous than over-buying and 
an overloaded stock-in-trade. 

* x * 


British and American Business Men Compared 

It is such critical conditions as these that have faced the great dis- 
tributing houses during the past twelve months, and they have emerged 
with varying fortunes. The house of Selfridge & Co., Ltd., is among 
those which have come through the ordeal with distinct credit. At the 
recent annual meeting of the company, Mr. Gordon Selfridge discussed 
the policy of the firm with a frankness that is entirely American in 
tradition. British business men are, on the whole, loath to discuss 
their business policies, except in general terms ; they are perhaps afraid 
of giving something away to a possible rival. American business men 
feel no such inhibition, and direct competitors will frequently discuss 
costs of production and distribution in a way which would be positively 
alarming to our own manufacturers. Is the explanation of this singular 
fact merely a difference of temperament, or is it attributable to the 
difference between English and American business conditions ? 
* * 


Secrets of Selfridge Success 


In any case Mr. Selfridge has never made any secret of the methods 
and the policy which have been responsible for the remarkable success 
of his store. Despite the adverse conditions of trade during the period 
under review, there was an actual increase in customers or in individual 
transactions of over 1,700,000. It was a period of abnormal departmental 
expenses, and prices continued their fall until about October or November 
last,.since when there have been few reductions of consequence. The 
main secret of success, however; was the firm’s policy of rapid turnover. 
Daily prices gave customers the immediate benefit of market reductions, 
and average stocks were turned over between seven and eight times 
during the year. “ This means,” declared Mr. Selfridge, “ that the entire 
amount of our great stocks was, on the average, sold every thirty-five - 
or forty full days.” It was not usually known, he remarked, but it was, 
true, that the low gross profit per cent which they and a few of their 
neighbours got on their returns was far less in per cent than was obtained 
in America or France. Such a rate of sale speaks highly, not only for the 
wisdom of cutting prices promptly, wherever possible, but also for the 
efficiency of the staff; and this also has always been a strong point in 
the Selfridge policy. There is no firm which has spent larger sums in 
proportion to its income on developing the abilities of its staff, from the 
juniors upwards, in educating them for their special jobs, and in incul- 
cating the ideal of efficient service as an end satisfactory in itself to the 
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individual. Such an expenditure is a long range investment, as Mr. 
Fisher has reminded us, but it pays excellent dividends. “A great 
distributing house can, if sufficiently wisely and progressively managed, 
carry trade and consequently money-making ability to practically any 
extent,” declares Mr. Selfridge. The resources of management can hardly 
be subjected to greater strain than during the past year, and Mr. 
Selfridge’s own brilliant managerial record entitles him to speak with 
authority... j 








* * * 


Good Factory Lighting a Sound Investment 

In his interesting address before the Illuminating Engineering Society 
last month, Mr. Leon Gaster (Hon. Secretary of the Society) drew 
attention to one aspect of industrial lighting which is frequently over- 
looked by students of management—its 
value in the prevention of accidents and in 
increasing output. Mr. Gaster, who is one 
of the first authorities in the country on 
illuminating engineering, and a member of 
the Home Office Departmental Committee 
on Lighting in Factories and Workshops, 
said that experience had shown that there 
was a close connection between the pre- 
valence of accidents and the lighting 
conditions, and tests indicated that im- 
provements in lighting led to considerable 
advances in output, and diminution of spoiled 
work. Generally speaking, the cost of 
lighting formed only a very small proportion, 
usually less than 1 per cent, of the costs of 
production, and expenditure to secure proper lighting was therefore a 
good investment. Ideal requirements should enable work to proceed 
at night with the same ease and safety as in good daylight. The necessary 
conditions had been admirably summarised in the reports issued by the 
Home Office Departmental Committee on Lighting in Factories and 
Workshops. The Home Office had for a number of years taken a great 
interest in industrial lighting, and in this respect this country was ia 
advance of the rest of Europe. Answering the question how the degree 
of working illumination requisite could be ascertained, Mr. Gaster 
suggested that they could experiment with different illuminations, asking 
the workers to state when they considered the illumination sufficient for 
their needs, and to indicate when the light was diminished to a point 
where they began to find trouble in doing their job. Such tests could be 
supplemented by records of output’ under varied lighting conditions. — 
This had recently been done in Chicago, with the result that in some 
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factories better illumination led to increases in output of 8 to 25 per cent, 
while in others, where the original conditions were very bad, incréases 
of as much as 30 to 100 per cent were noted. In conclusion, he urged 
the necessity for the framing of general lighting recommendations by 
the legislature, which could readily be carried out and would be of great 
benefit both to employers and workers. l 


* * * 


Company Liquidation: Startling Figures 

‘In his recent lecture before the Incorporated Secretaries’ Association, 
at Winchester House, on the subject of “ The Voluntary Winding-up 
of a Company,” Mr. Herbert W. Jordan, managing director of Jordan & 
Sons, Ltd., said that never before had so many limited companies come 
to a sad end as at the present time. Last year, for example, nearly 2,700 
companies were wound-up voluntarily and some 1,200 companies, too 
feeble even to bestir themselves at all, were dissolved by the Registrar 
of Companies as defunct companies. So far there was no indication of 
any diminution in the rate of liquidations, although the launching of the 
contemplated £20,000,000 Central International Corporation might have 
` a beneficial effect. 
* * * 


The Aim of Cost Accountancy 


“Formerly, the profits of an industry were accepted as a criterion 
of the business acumen of its directors, but, in these days of more en- 
lightened judgments the loss of profits is beginning to obtain that attention 
it deserves; consequently, cost accountancy has come into ‘its own.” 
Thus the Sżatist, in the course of an interesting discussion of some funda- 
mental principles of costing, with special reference to: the rubber industry. 
One of the main purposes of costing, according to our contemporary, 
is to fix the selling price of a commodity to allow the minimum variation 
in that price for a given future period. Apart from this liability, the 
aim of the science is to approximate to ideal conditions in any industry, 
by which the profits of the different processes of manufacture are small ; 
in highly competitive markets, a small profit on each process in manu- 
facture is to an industry of greater importance than a big profit in one 
branch and a big loss in another. It is pointed cut that from a certain 
point of view cost accountancy is a fairly old science. The life table in 
assurance is a monumental work in cost accountancy, giving at a glance 
the cost of the liability assumed by an office according to the varied 
conditions of interest and mortality. Now industrial costs, which 
pertain to a manufactured article and not to a liability, are therefore 
-easier to arrive at; nevertheless, it is worthy of note that the progress 
made in industrial costings is not to be compared with the advance in 
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employees. Viewed in this light, the dependence of production on a 
large scale upon the division of labour is an unassailable economic 
truth, -but the division of labour must consist in constantly shifting 
the burden of executive control downwards, not in extending the rami- 
fications of departments. ‘‘ Divide et impera ” is a sound motto for 
great and growing undertakings, and indicates the manner in which they 
can continue their expansion far beyond the point at which, with 
departmental organisation, they would neve become unwieldy and 
inefficient. 


Size and Location are Determining Factors in Settling 
the Type of Organisation 


It is clear, therefore, that the distinction between the two systems 
as regards the type of business for which they are suitable is primarily 
one of size. To give an instance from the railway world, it is generally 
agreed in America that departmental organisation cannot be retained 
in a system of over 5,000 miles, and probably most English railway 
managers, if faced with the problem of controlling such a large mileage, 
would agree that their departmental methods must be modified. But 
it is not size alone which determines the question ; location is also an 
important consideration. A very large undertaking can run satis- 
factorily on departmental lines if it is concentrated in one place. A 
much smaller concern which is not so closely knit and localised may 
find it impossible to manage its affairs successfully unless there is a good 
deal of devolution and separation into divisional units. 


The Divisiénal System has Obvious Advantages for an 
Undertaking with Branches 


Obviously, the divisional system of organisation is the correct one 
for a company with scattered local or foreign branches; such an 
arrangement is natural and essential, and readers who look into any 
undertaking of this sort with which they are familiar will immediately 
detect certain well-defined marks of divisionalism. There will be a 
manager in charge of each branch, and that alone should be sufficient 
to stamp the organisation as divisional. But here we must utter a 
word of warning: make sure that the branch manager does in fact 
possess full managerial powers. Many a branch manager does not. 
He may be a mere figure-head, transmitting reports from branch to 
headquarters, receiving and circulating correspondence, instructions, 
and decisions. He may combine with this the actual control of some 
portion of the work performed at the branch, thus filling a place in the 
departmental organisation. But the* spirit of the divisional method 
has been missed if his powers are re limited i in this way, and if he does not 
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actually manage all the affairs of the company within his section, office, 
or district. ` 


A Common Instance of Faulty Organisation 

Probably one of the greatest failings of large wide-spread companies 
at the present time lies in this direction. Such companies, huge imper- 
sonal concerns as they appear to their employees, constantly add new 
territory to their sphere of operations by taking over some well-established 
local business, commonly a private one built up by the personal efforts 
of one or two partners who have given the best years of their life to it. 
The local business, strengthened by its connection with a rich company, 
should prove more successful than before, but the reverse is often the 
case. What happens is that the local man, with local experience, who 
has hitherto acted on his own initiative, finds his business merged in a 
large company which has no real appreciation of his local difficulties, 
and which worries him with its formality and its colourless uniformity. 
He is no longer in control ; he remains nominally responsible, but must 
consult headquarters by telephone or cable before he takes any action 
of importance. He also finds, perhaps, that a departmental chief at 
headquarters has views on the way in which some portion of the business 
should be run, and assistants are sent to him to see that these ideas 
are carried out. His effective control over that portion of what was 
once his own is practically taken out of his hands by the assistants. ` 
He ceases to be a money-maker, and becomes part of a machine. 


The Manager Must be Allowed a Free Hand in 

Management 

Examples of this process will probably come to the minds of readers 
who are familiar with the history of any great modern companies. 
From our point of view at the moment, they are only of interest as 
showing the danger of faulty organisation. We refer to the cardinal 
importance of observing strict divisional methods and giving the branch 
manager as complete and effective control of his charge as is compatible 
with subordination to a higher authority. Every large undertaking 
which contemplates further expansion finds this one of its most difficult 
problems, and we suggest that the problem can only be solved if the 
root principles of divisional organisation are fully appreciated. It is 
hard to find the right man for a manager, though divisional methods 
help to produce him. Having found him, it is essential that his self- 
reliance and decision should be left unfettered. He should act, and 
then report his action to headquarters. If he has to wait for authority, 
if he must stop to consider whether a given deal comes within his dis- 
cretionary power or must be authorised from above, if his subordinates 
are working departmentally and tising him as their mouth-piece only, 
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instead of being directed by him, then efficiency is lost and sooner or 


later it will have to be admitted that the success anticipated in this or 
that new venture has not materialized. 


The Departmental System is Defensive; the Divisional 
System Attacks 


One other useful distinction between the two systems of organisation 
may be noticed. The departmental system is defensive and well enough 
suited to a steady established business that is concerned with one or 
two standard lines and that takes little risk. The divisional system is 
offensive ; it favours a fighting policy, vigorous methods, prompt decisions 
and a judicious acceptance of risks. It is the system of an army in the 
field; the plan of operations, the number of troops to be thrown into 
an attack, and the point at which they are to be reinforced or withdrawn, 
are matters for the general staff; the execution of their orders, however, 
is in the hands of self-contained units, divisions, brigades, or battalions, 
which are free to achieve the object required of them in such manner 
as seems best to the commander of the unit. And there is no depart- 
mentalism in a military division. It contains artillery, engineers, 
transport, and other departments, but these take their orders from the 
general commanding the division, and do not go past him to their 
departmental chiefs outside the division. On the other hand, the 
departmental system is the system of the War Office and the Ministry 
of Munitions, and prevails to a certain extent throughout our military 
system at home, on a peace footing. No further contrast is necessary. 


The Departmental System Discourages Team-work 
We have indicated clearly enough that, in our opinion, the depart- 
mental system, though satisfactory enough in a limited way, is not 
progressive ; it tends to perpetuate methods which are obsolete, and 
to foster discontent and friction simply because it is difficult for the 
departmental chief to keep in touch with the lower ranks of a large 
department. Further, it is by nature opposed to team-work, for it 
` encourages a spirit of separation. “ Hands off my department ” is 
the inevitable attitude of the man who has been trained as a specialist 
in one branch of work, and probably regards the work of other depart- 
ments with a certain amount of contempt. “ Water-tight departments ”’ 
are a source of much duplication and extravagance. The theory is 
correct enough ; the right way to conduct any business is to put a 
supervisor in charge and let him divide his forces according to the natural 
divisions into which the task can be split up, so that each worker con- 
centrates on, and masters, a special operation. But when this specialisa- 
tion has been carried beyond a certain point, the supervisor or general 
manager can no longer effectively handle the team, and he should break 
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it up into a number of homogeneous units, with an all-round man at the 
head of each to report to him on the work of the unit as a whole. “If, in 
due course, this man finds his unit becoming unwieldy, he can in turn 
break it up into smaller divisions. 


Divisional Methods are in Sympathy with Current 


Ideas of Devolution 

That is the advantage claimed for the divisional method of organisa- 
tion. It is pliant, dynamic, mobile. It is essentially the method for 
the typical modern enterprise which contemplates rapid expansion, and 
it is in keeping with the ideas of devolution which are generally accepted 
to-day, for it aims at confining the administrative to their proper 
functions of supervision and direction, and at delegating to local executive 
bodies the masses of detail which too often obscure and confuse large 


issues. ; 
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National Institute of Industrial Psychology 
Employers’ Lack of Sympathy 


POUNDED last year to promote the application of psychology and physiology 
to industry and commerce, the above Institute held its first annual meeting on 

the 10th ult., at the First Avenue Hotel, Mr. H. J. Welch, chairman of the executive, 
presiding. 

i In presenting the report for the year ended 31st December, 1921, Mr. Welch 
said that the Institute had carried out a number of investigations for private 
firms, into such matters as the grouping of machines, the sizes of material in 
relation to convenience of handling, the weight and pattern of special tools, the 
introduction of rest-pauses, and benches designed to obviate unnecessary fatigue ; 
the best arrangement of materials and tools to reduce the workers’ fatigue, 
improved ventilation: and heating, the development of selection tests to reduce 
the number of “ misfits,” and the training of new workers. 

Research had also been carried out by Mr. Cyril Burt, in association with the 
Institute, into the problem of selective tests for typists, shorthand writers, and 
candidates for training in other women’s occupations. A special sub-committee 
had been appointed to develop the vocational work of the Institute, and a 
standardised series of mental tests was being prepared. 

Dr. C. S. Myers, who has given up his post of Director of the Psychological 
Laboratory at Cambridge in order to devote his whole time to the work of the 
Institute, said that employers were not as sympathetic towards industrial research 
as employees. During the year investigators had examined into the methods of 
packing chocolates_for Messrs. J. Lyons & Co. By favouring rhythmical move- 
ments and abolishing unnecessary ones an average increase of output. amounting 
to 35 per cent had been obtained. Inquiries were at present being made into the 
causes of breakages at Lyons’ teashops. They would realise, he said, that the 

„reason was more than merely that the crockery “ dropped ” or “ came to pieces 
in the hand.” The girls were taking great interest in the investigations and gave 
information as to how things got broke. The methods recommended were already 
leading to fewer breakages. é 
. Dr. G. H. Miles, Secretary of the Institute, said that the attitude of Labour 
was, on the whole, one of great friendliness, ana 
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This delightful contribution, by a master of mail-order advertising, throws a flood of 


light upon the whole art d successful publicity. ` 


‘The Preparation of a Successful 
“Mailing Shot” 


By Max RITTENBERG 


The writer of this valuable article has an intimate practical knowledge of circu- 


larising to the public, to the trade, and to specialised aggregations of possible buyers. 





i is always an exciting time when a “ mailing shot ’’—be it in hundreds 

of thousands, or in tiny hundreds—is tipped into the post office van 
or the pillar-box, and one is awaiting the first response from the public 
or from the trade. 

The little ball is spinning—‘“ Les jeux sont fait. Rien neva plus!” 
Will the result be so successful as to open out a new avenue of trading ; 
or only moderately successful ; or so poor as to throw us s back on to fresh 
rackings of mind? 

Whatever be the answer, it will come quickly. Inside a fortnight, 
we shall know definitely where we stand. 

A merchant who contemplated introducing a line of goods to traders 
who had not hitherto dealt with him, asked recently: “ What would 
you consider a good percentage result on a circularising ? ” 

There can be no really direct answer. The reply had, of course, to 
run on these lines: From your past experience, how many new accounts 
could a capable traveller open in the course of a year, if he worked at 
that alone? How much would you pay him in salary, commission, 
and expenses? How much would you add for the overhead of general 
supervision ? Figuring out as above, would the cost come to (say) 
£1 per new customer ? 

Then, if a thorough circularising campaign will create trade at a 
cost of under £1 per new customer, it is a good result—and even if it 
works out at the same figure of £1, it is still good, because the volume 
of trade that can be stirred up by mail in a couple of weeks is clearly 
far greater than could be effected by the efforts of travellers in the same 
period—and the bigger the volume, the smaller the office or factory 
percentage of overhead. 

If one is set on judging a “ shot ” by percentage of replies, then it 
may be said that 5 per cent of answers to a first circular letter should be 
very satisfactory ; or 10 per cent of replies on a series of three form letters 
should be good running. But it depends so much on the nature of the 
offer, and the class of people addressed, that such percentages can only be 
the roughest of guides. The acid test ts ca aa 
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The success of a mailing shot depends on a large number of 
elements— 


The Goods Themselves and their Prices 

This is vital, but hardly discussable. Clearly, we believe our goods 
are right and our prices are right, or we should not be spending money on 
advertising them ! 


The Selling Plan 


Any shot is immensely strengthened if it embodies a definite selling 
plan—e.g. the device of a “ special introductory offer’’; or a premium 
on the purchase of a certain quantity ; or a guarantee to take back a 
certain percentage of the goods if unsold within (say) two months; or 
best of all, the statement that there will be a Press advertisement campaign 
to bring the public flocking to the retailer’s shop. 

Such a statement will, of course, be backed up by evidence—advance 
proofs of advertisements to be issued in prominent journals with big 
circulations. The average retailer is usually impressed by stze more 
than by skilful copy or artistic design. He has been already bombarded 
by the figures of the huge circulation of the Daily , and a space as 
large as (say) half-a-page will impress him as being read, marked, and 
inwardly digested by every one of that audience of a million and a half— 
with gratifying results on the trade which will come to his shop. 

Experience has proved how necessary it is to impress the retailer 
with the stze of the initial advertisements. A score of small spaces will ` 
not capture his imagination as one large space will do—and he has no 
time or inclination to read through a whole score of them. One big 
advertisement will visualise a whole campaign. 


The Psychology of the Letter 


A firm which had decided to fire a million circulars at the public, pre- 
pared six different form letters, and tried a “ sighting shot ”’ with 5,000. 
of each. The circulars were alike in all respects except for the difference 
in wording. On results, the winning letter proved about 45 per cent 
stronger than the last of the six competitors. 

This difference of pulling power can be paralleled by most people 
with considerable experience of letter campaigns and “ specimen shots ” 
tried in various forms. And so, it is not enough that the offer itself be 
a sound one. It must be presented right. It must be shaped into a 
form which will move the emotions of the receiver. It has to touch a 
matnspring of aciton, such as desite for gain ; sense of pleasure or comfort ; 
sense of fear, etc. 4 l 
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Successfu ““ Martling Shot ”’ 


The human harp has many strings. One of the best pieces of advice 
ever given to me, by a master of the art of selling, was: “ Touch one 
string at a time, and touch it hard!” 

The letter with “ punch to it” concentrates on the chief argument; 
and dresses that argument in its strongest form, with all the aids that 
can be given by simplicity of wording, sincerity of expression, clearness 
of lay-out, euphony, metaphor and analogy. 

“ Write in baby-language ”—short words are easy to read, and easy 
to grasp, and easy to remember. 

“ Work it backwards and forwards ”—say it like this; and repeat 
it like that; and say it again in a third form. 

“ Write it to him’’—to one man only, someone you visualise, not 
to a formless crowd. 

“Say it with flowers ! ”—dress up your thought in attractive shape 
and appealing colour. . 

This advice, given to me on the plane of business, reaches out to 
wider realms. If you analyse one of those emotion-stirring speeches of 
Lloyd George—speeches which have moved millions of men to the action 
he desired—you will find that they are composed in “ baby language.” 
Easy words. Short sentences. And they are worked “ backwards and 
forwards.” This is true. It must be true, because... .. The reverse 
is false. It cannot be true. It must be false, because... .. 

When Lloyd George speaks to an audience, he speaks to one man 
in that audience. His arguments are personal. They are addressed 
from man-to-man. They go straight from him to the man he has visual- 
' ised in his mind. And as to “ saying it with flowers,” who makes more 
magic use of metaphor and analogy and words which are pleasing in 
shape and brilliant in colour ? 

Of course, I am not speaking of the soundness or otherwise of Mr. 
Lloyd George’s policies or politics. I am merely drawing attention to 
the technique of his speeches, which is in essence the technique of a good 
form letter. 

If one has a great deal to say about one’s goods or the selling scheme 
attached to them, it is very advisable to spread the arguments over 
several letters. One argument to one letter. Touch one string at a 
time. If one tries to say too much at once, to make several kinds of 
arguments or several kinds of offers, the result is likely to be indigestible. 
The man addressed gets confused—or weary of it—or pulled in different 
directions. He is moved to throw away tke letter, or else keep it for 
some vague future consideration, and it becomes crowded out of his mind 
by the next happenings of his business. 

A series of three or more letters may be necessary to carry one’s 
message. re 

And even if it can be carried by one only, the single letter will not by 
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_any means exhaust the possibilities of the mailing-list. A second letter 
repeating the same argument in a different form will frequently pull as 
many replies. And a third letter which is simply a reminder of the 
sending of the others, may produce just as many orders or inquiries. 

It is a sound policy to leave the number of eventual letters in the 
series undecided, and to go on—at reasonable intervals of a fortnight, 
three weeks, or a month—until the replies are dwindling down to a basis 
of “ bad business.” 

No one can determine beforehand just how many letters are needed— 
or how many will continue to pull satisfactory replies—on any given 
proposition. 


The Lay-out of the Letter 


I am perhaps a faddist in this matter, for I sometimes have a form 
letter typed and re-typed half-a-dozen times before I feel that the 
lay-out is “ just right.” 

Decidedly a letter should be easy to read and pleasantly balanced. 
This can be gained by frequent paragraphing, and ample white space 
between pars. 

It also depends on the “ breaking” of the lines. “ Break by sense = 
is an excellent rule wherever possible, ie. to end the line at the end 
of a phrase or connected sequence of words. 


Sometimes, by typing a letter slightly wider or slightly narrower, 
one can get most of the lines “ breaking by sense,” and yet avoid 
the unsightliness of a ragged right-hand margin. 

Another helpful device is to alter the width of “ indenting 7 
of the first word of each paragraph. Still another is to use a 
couple of dashes — — in place of a comma. 

Most letters gain considerably in effect by a headline summarising 
the offer, such as— 


20% CHEAPER THAN WHAT YOU ARE USING 


or, WE CAN BRING HIM TO YOUR SHOP 
WEEK-AFTER-WEEK 


They catch at the reader’s wandering attention, just as the headline in 
a newspaper advertisement does, and they enlist his interest right from 
the start. 

To emphasise a short strong paragraph, it is unnecessary to use 
large capital letters. One can get the effect in a dignified way, as well 
as more strongly, 

by the simple device of indenting 
both sides—i.e. typing the par in 
narrower lines* than the body of 
the letter. 
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Successful “Mailing Shot”? 


Another point which arises in the lay-out of a form letter is whether 
to have it multigraphed in pica (ordinary typewriter type), or in élite 
(a smaller face). In many cases the latter looks very well, and makes 
for clear reading, because it condenses the space of the actual words, 
and gives the opportunity of using more “ white space.” 

Some business men are nervous of using a two-page letter, thinking 
that the man who receives it will never read such a long screed. This 
is disproved by actual experience. If a man’s attention is caught by 
the headline, and his emotional string touched strongly by the opening 
paragraph, he ws go on reading—for just as long as the letter holds 
his personal interest. 

If I, the business man reading the letter, am definitely impressed by 
the statement that I can somehow save 20 per cent over a product I 
am constantly using in my business, then I will certainly give the few 
minutes of my time necessary to finding out how I can make that 
important saving. 

The proper length of a form letter depends essentially on what one 
has to say, and the best way of saying it. It need not be confined to 
the “ Procrustean Bed ” of a single quarto sheet. If its natural length 
is two pages, then let it be two pages. 

Two quarto pages usually look better than one foolscap page. The 
latter has rather a “ cold official” look. One instinctively associates 
it with an unpleasant demand or a time-wasting answer from some 
Whitehall limpet | 


The Tone of the Letter 

This will, of course, depend on— 

1. The character of the firm sending it. pP 3 A B29 

2. The standing of the man receiving it. 7 

Naturally a letter going out to the managing directors of large and 
important firms would not be couched in the same tone as a circular 
to a small retailer. 

But both of these are human. Neither is a machine or a god. A 
letter to either should essentially be personal, from man to man, “ You 
and I,” largely as one would talk to that man were he face to face across 
one’s desk. 

The impersonal, coldly-dignified letter is out of place in a selling 
campaign for goods—however in place it may possibly be in other forms 
of correspondence. 

The “ You” letter suggests servility. The “I” letter reads as 
egotism. The “ You-and-I” letter, conveying something of both 
points of view, suggests the normal ‘business relationship of a seller 
who has something good to offer," and a buyer who can profit by 
purchasing it. ° 
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The Signature of the Letter 

A “ personal ” letter calls for a personal signature. It is cold and 
repelling to sign a-form letter with the typed name of the firm and 
somebody’s scrawled initials. Any letter intended to make a “ You- 
and-I ” appeal should undoubtedly be signed by a facsimile of the signa- 
ture of an actual individual in the firm, with his status underneath— 
Managing Director, General Manager, or Sales Manager, etc. 

And the ready-addressed envelope or post card for reply, enclosed 
with the shot, should carry that same name of the individual in the firm, 
so that the buyer may feel he is dealing with a human being and not 
with an impersonal business machine. 

Further, it is a logical consequence of the above that any further 
correspondence with the prospect should be signed by the same name as 
that on the form letter. 


The Reply Envelope or Post Card 


It is unnecessary to lay emphasis on this. Every business man 
knows its value. But the question often arises as to whether it should 
be ready-stamped as well as ready-addressed. 

This is a point on which opinions will differ, depending on individual 
experience of very different kinds of mailing shots. Sometimes it pays; 
mostly it does not. 

I think most business men will agree that the logical way of looking 
at the question is based on the percentage of replies which would come 
from the same circular with an unstamped reply envelope. If one tries 
a “ sighting shot ” and gets a response of 5 per cent or less, then decidedly 
it will not pay to stamp. One could not expect the stamping to do more 
than coax an extra 1 per cent or 2 per cent of actual business. Therefore, 
93 per cent or 94 per cent of the stamps would be wasted. 

On the other hand, if the circular were of such striking appeal, and 
the names addressed so “ hand-picked,” that a “ sighting shot ” brought 
a response of 25 per cent or over, then one might expect stamping to coax 
a further 5 per cent or 10 per cent, and the prepayment of stamps would 
be a reasonable business move. 

The psychological effect of stamping is mostly this— 


CHARITABLE APPEALS 

Creates a very strong sense of obligation to reply—and definitely to 

contribute something. 
BUSINESS OFFERS 

Creates a certain amount of obligation to reply—but not necessarily 
to buy. ° 

The business man wands direct sales,or serious inquiries. He is not 
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interested in excuses for not buying. He does not wish to waste time, 
stationery, and postage in corresponding with people who have only 
replied under a sense of obligation. He does not want replies as replies, 
but only as immediate orders or potential orders. 

If one agrees with the logic of the above, then it follows that in the 
great majority of circularising campaigns for ordinary goods and 
services, prepayment means loss. 


The Addressing of the Letter 


What does “ matching in” of name and address at the head of the 
letter do in sales effect ? 

It does not remove the sense of its being a circular. However ex- 
cellent the multigraphing, however careful the matching-in, the great 
bulk of those who receive it will recognise it for a circular. 

People are not “ fooled ” by it. 

Nor is it necessary to try to “ fool” them. What the matching-in 
actually does is to create the sense of a semt-personal appeal—addressed 
to a large number of people at the same time, but also definitely to the 
individual man or woman who receives it. 

Its effect is good. Anyone who doubts this can try the experiment 
of posting a couple of thousand matched-in and a couple of thousand 
unmatched—and the result will prove the point. 


The Postage on the Letter 

If one admits that the great majority of people nowadays recognise 
a multigraphed letter as a circular, then it should follow that an unsealed 
envelope at printed matter rate will serve the.same purpose as a sealed 
envelope at letter rate. 

I know of several test cases where this deduction has been proved 
correct. 

But one must make an important proviso. Into whose hands does 
one want the letter to fall? If definitely it is the managing director of 
a large firm, or some other important officer, who should read this letter, 
then it is more prudent to send it at letter rate. Otherwise it might 
never get beyond the sorting clerk. 

This applies particularly to the first letter of a series. A follow-up 
letter, containing a reminder of the first letter, can be sent at printed 
matter rate with a reasonable certainty of its getting into the hands of 
the man who read the first letter. 


The List of Prospects 
Ideally, one “ hand-picks’”’ them. «Or at least one gets a trusted 
and commonsensible subordinate to go over the list of names, and 
eliminate those which, for one reason or another, seem undesirable. 
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If a long series of form letters is contemplated, the expense of such 
careful elimination will be well repaid by the saving in wasted circulars. 

But when a “short-run” circularising of some scores of thou- 
sands is undertaken, hand-picking is out of the question. One has to 
rely on the lists as supplied by some reputable addressing agency. It 
is worth paying a little extra for lists which are guaranteed to be “ well 
selected.” 

What one can do oneself is to weigh up very carefully the class of 
people to be addressed. For instance, if it is a circularising to house- 
holders, the best agencies have these graded up into various classes of 
house-rentals. One can select in general terms the status of one’s 
prospects. 

One can also select districts which are specially desirable, and eliminate 
those which seem undesirable. E.g. in retail mail-order selling, it is gen- 
erally found that the Provinces give much better return than Greater 
London ; and the country districts than the large provincial cities. 


The Letter-Heading 


Sometimes a useful purpose will be served, in the case of a large 
circularising, by the adoption of a letter-heading specially designed for 
the purpose. 

A firm’s ordinary EENET is generalised. It is intended to 
serve all sorts of purposes in correspondence—for people who know the 
firm, and people who do not know it, and perhaps people abroad who 
require to know the codes used by the firm, etc. 

A spectal letter-heading can be fitted to the want-to-know of the people 
who will receive the circular—giving them just that information about 
the house which will favourably influence their state of mind. And 
further, if the letter is designed to sell one special line of goods, it may be 
both possible and effective to have it illustrated on the letter-heading, 
combining it—either bold or “ scored down ’—with the wording at the 
top of the sheet 


The Enclosures with the Letter 


Many shots require printed price-lists or advertising folders, as well 
as order forms and reply envelopes. To talk about these to any purpose 
is not practicable inside the limits of a short article. 

This, however, may be said. Too many enclosures will destroy the 
effect of the shot. They will create at once the impression of wanting 
to take up too much of a busy man’s time. Every business man con- 
siders his time valuable. Every business man is “ busy” at the time 
of the reading of the morning’s nfail. If he pulls out half-a-dozen pieces 
of reading-matter from art envelope, theswhole forming an obvious circular 
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designed to take money from him, then his first instinct is to consign the 
whole lot unread to the W.P.B. 

It is vital he should read the sales letter. This is the personal appeal. 
It must not be buried under a mass of other matter. The enclosures 
should be pinned or clipped behind it, so that the letter automatically 
comes first to the reader’s attention. 

The letter matters most—and the vitals of any sales appeal can ‘be 
packed in it. 

The printed matter should be definitely designed to “ carry on” 
from the story-in-brief as told in a strong sales letter. 


(The writer of this article would be pleased to give his opinion on any 
mailing campaign contemplated by our readers.) 


Summer Time and Output 


WwW a Bill to make permanent the Summer Time Act will shortly 
be before Parliament, daylight saving has been repealed as a 
national measure, after trial, by America, Australia, and extensively on ` 
the Continent. 

The case for the shift of the clock rests on the assumption that the 
more sunshine one gets the better. Recent scientific research shows a 
needed qualification. The fact that physical energy is greater in the 
temperate than in the tropic zones will instance that sunshine beyond a 
specific mean makes for enervation. It does not determine precisely 
what mean makes for the highest physical energy. The daily and hourly 
industrial output, for instance, of vast numbers of workers has been 
minutely recorded both in America and the Continent for years; and 
all the evidence establishes that physical energy in our temperate zones 
‘rises by a material percentage in spring and autumn; that in winter 
we get too little sunshine ; while in summer a touch of the enervation 
or languor detrimentally affecting more Southern races shows that we 
get too much. It is, therefore, just at the time when we get too much, 
when industrial output and school efficiency can be proved to decline 
from this cause, that legislation would by a change of the clock compel 
us to have more. 

The daylight savers’ attempted answer to the evidence is that heat, 
not light, is the cause of the decliné—a contention largely true. But 
since one cannot at 4, by a shift of the clock get 3 o’clock light without 
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3 o’clock’s heat, where is the relevance of the point? Grant heat, or 
any factor whatever of sunshine, as the cause of the admitted summer 
enervation, and the question stands: Why give a larger dose of whatever 
—from excess—is already doing harm? But the change is open to other 
grounds of attack ; for it demonstratively shifts work from hours when 
our vitality is high to when it is lower ; and when—as is now notoriously 
being proved in practice—equivalent effort and hours of work must 
inevitably produce less. That work at early hours is markedly inefficient, 
and tends detrimentally to affect output through the day, is not only 
evidenced by all Continental and American research, but endorsed by 
our own Government’s reports on industrial fatigue ; indeed, the sacrifice 
of early-hour work altogether is found so coincident with increased 
efficiency and output that they commend 8 to 8.30 a.m. as the earliest 
hours for the commencement of our industrial day, in accordance with 
the policy already adopted in America. 

From the standpoint of recuperation as well as of work the change 
is no more fortunate. For while the stimulus of light is, to a certain 
point, of admittedly high value during hours of labour, the converse is 
as demonstrably true for the hours of recuperation and repair. The 
universal turning to hours of twilight and darkness for relaxation from 
the casual fatigues of the day, and the subduing of light when seeking 
rest have, like the screening of seedling life to stimulate cell formation 
and growth, a proved scientific basis, and can be shown to heighten 
profoundly the completeness and efficacy of our rest. 

So far from our welfare demanding’ yet greater heat and longer 
sunshine when the sun is some sixteen to seventeen hours daily above 
the horizon, it is the excess of radiation and heat of our cities through 
the height of the summer that makes so imperative our need for recupera- 
tion at that period of the year at all. Our holidays are rightly and 
instinctively sought where the effects of the excess may be best be avoided, 
as among mountain or moorland altitudes or by the sea. The British 
Government’s own investigatory commissions on industrial fatigue urge 
that the workers’ health and efficiency demand later and not earlier. 
hours. 

M. M. 




















“ These are considerations that are almost enjirely overlooked ty the great mass of the 
banking lic.” 





The Deeper Policy of the Banks 


Factors of their Activity which are Overlooked by the 
Average Observer 


By Dr. ELLIS POWELL 


Though the reputation of British banking never stood higher than it does to-day, 
it is safe to say that the immense services rendered by the great banks to Industry 


and to the whole economic structure of Society are scarcely realised, even by the busi- 
ness community. Dr. Powell here reveals the vital significance of modern banking 
policy, and the tremendous responsibilities of its directors. 





T meetings of bank shareholders are always episodes of the most 
profound interest to the business world. Their importance has, 
however, greatly increased during the last twenty years. The late 
Sir Edward Holden, as Chairman of the then London City and Midland 
Bank, stereotyped the practice of making the shareholders’ meeting 
the occasion of a considered and exhaustive pronouncement upon the 
whole financial and business position. Speaking as he did with unique 
knowledge and experience, his addresses always carried weight with all 
serious men of business. Every word was perused and digested by 
thousands of appreciative readers. The practice has now become 
extended and is firmly established. Among the distinguished chairmen 
for whose utterances the business world eagerly waits, we may mention 
the Governor of the Bank of England for the time being, Mr. McKenna 
(of the London Joint City and Midland Bank), Mr. Goodenough (of 
Barclay’s Bank), Sir Richard Vassar-Smith (of Lloyd’s Bank), and 
Lord Inchcape (of the National Provincial and Union Bank). Of these, 
perhaps it may be said that Mr. McKenna is the most authoritative, 
partly because of the enormous magnitude of the institution over which 
he presides, partly because he inherits no small measure of the prestige 
of the late Sir Edward Holden, and partly because, as an ex-Chancellor 
of the Exchequer, he speaks with unique knowledge of the inside working 
of the national financial machinery. 


The Sentinels of Finance 


Each successive review by keen-sighted, well-equipped observers, 
such as these bank chairmen, constitutes an advance upon its predecessor. 
Built upon the foundation of wide and unique knowledge, enunciated 
with the skill and precision that comes of intimate contact with actuality, 
they are ex cathedra in the loftiest seyse. Consequently, it has come 
about that these periodical surveys add enormously to the obligation 
under which the banks have laid,the whole buginess community. That 
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consideration suggests another. How many people are aware ‘of the 
unceasing vigilance which is exercised by the banks with regard to all 
the immense economic interests of the country? To most people the 
bank is simply an institution which receives money for safe custody, 
lends it upon approved security, and makes a profit out of the system. 
But those are, in fact, only the ostensible, palpable functions of the 
banks. Above and beyond their exercise, the banks constitute themselves 
the silent and sleepless sentinels of finance. There is not a moment, 
from one year’s end to another, when their vigilance is relaxed. Con- 
currently with this unceasing watchfulness they manipulate the ebb and 
flow of the capital resources of the country in such a way as to make 
them yield the maximum of economic benefit to society at large. As 
these beneficent functions are almost entirely overlooked by the average 
bank customer, a brief analysis of them will fulfil exactly the informative 
purpose which this magazine exists to perform. 

Look, for instance, at the position of the old isolated individual 
banks scattered all over the country, in contrast with the banking system 
of to-day. In one part of the country trade was bad and the local 
banks had a plethora of surplus funds lying idle in their tills. At the 
other end of the land one of our national industries was flourishing, and 
the demand for capital was far greater than the supply available in that 
particular district. But inasmuch as the banks in the area of dulness 
recognized no common interest with those on the scene of active trade, 
there was no effective means of transferring capital from the one place 
to the other. Spatial equalisation of demand and supply was a thing 
unknown. The surplus could not flow into the dry spot. 


How Capital Mobility Fosters Industrial Enterprise 
Nowadays, bank amalgamation and the alertness of the modern 
bank managements have entirely altered that state of affairs. Com- 
parative quietude over one banking area simply means that some of 
the local resources are shifted to other parts of the country where livelier 
conditions prevail. The bank is no longer a small isolated institution, 
but a multiple-office concern. Therefore it keeps its resources continually 
flowing towards the point of maximum demand. In that fashion it 
fosters its own interests because its funds are earning money somewhere 
or other all the time. And simultaneously it foments national prosperity, 
“because no industry is left to starve for lack of the financial supplies 
which the old isolated banks might not have commanded. Does agri- 
culture languish while he textile trades are booming? Then capital will 
be transferred from the idleness of the agricultural areas into Lancashire 
and Yorkshire, where it canefind profitable occupation. And this 
principle, so advantageous and*so fertile, is now operative not only 
over the area of Great Britain, but is being developed so as to cover the 
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entire world under the stimulus of the energy and enterprise which are 
so characteristic of the British banker. 


Gigantic Scale of Modern Banking 

The argument may be extended from the manner to the magnitude. 
A multitude of isolated banks, as relatively weak institutions, could 
not assist finance on the gigantic modern scale. If they had been per- 
petuated in their isolation, our twentieth century industry would have 
been like a runner bean left without a beanstick. Take, for instance, 
a bank commanding resources of £2,000,000, which would have been 
considered a good-sized undertaking 50 or 60 years ago. What could 
it do if it stood by itself in days like these, when advances running to 
hundreds of thousands of pounds might be wanted to facilitate great 
industrial commitments? If the old system of a multitude of small 
banks had survived, there would haye been no institutions capable of 
financing our developed business on the scale which its necessities 
imperatively demanded. Thanks to the courage and foresight of the 
modern banker, his resources have been kept for the last 20 or 30 years 
commensurate with the requirements of his clientele. The result is that 
no matter how huge the client’s requirements may be, the banker can 
meet them—provided, of course, that the terms are such as will commend 
themselves to his own shrewdness and prudence. That may not always 
be the case. Community of interest led a provincial bank to finance 
a colliery company on a scale altogether disproportionate to the bank’s 
resources. When the bank was taken over by one of the giant London 
institutions, the colliery was notified that the accommodation must 
cease. The transaction was not up to the London standard. If ‘it 
had been, the facilities would not have been withdrawn. In fact, they 
might have been enlarged. This capacity to grant accommodation on 
a really immense scale (if circumstances justify) is one of the results of 
bank amalgamation and consolidation which is apt to be overlooked 
by the critics of the process. 


The Banker’s Responsibility : His System of Supervision 

Still another of the invaluable but almost invisible services rendered 
by the banks is that of a ceaseless censorship over the internal finance 
of the country. In the old days each bank went its own way in serene 
disregard of the interests of all the rest. The result, as students of 
banking history know so well, was to produce recurring financial 
cataclysms, occasionally of an appalling character. People blamed the 
defaulting borrowers: but not seldom the lender was the wickeder of 
the two. He took appalling risks, and did incalculable damage to 
himself and others. Nowadays, with the banking system much more 
compact and centralised, a banker knows perfectly well that he has 
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a trusteeship to discharge, which (behold a paradox !) is all the more 
peremptory because, from the strict legal point of view, it has no 
existence. Conscious of that responsibility, he is ever careful what kind 
of client he assists from the funds at his disposal. He has even formu- 
lated a principle that if he is financing a client, that client shall be content 
to rely upon the one bank alone, and shall not seek accommodation 
elsewhere. As George Rae asked, ‘‘ How can you know with any approach 
to exactitude what a man is doing, or how his affairs stand, if he is 
transacting a portion of his business elsewhere ? °? If he is asking the 
banker to see him through, the banker is entitled to know exactly what 
the position is, and he cannot possess that information if the client 
does part of his business with another bank. With his usual shrewdness, 
Gilbart told us why the client went elsewhere. “ The object of a party 
keeping two bankers is usually to get as much accommodation as he 
can from each.” By his objection to this and other analogous devices 
the banker has created a wide system of supervision, which is, in fact, 
one of the unseen buttresses of the financial fabric. 


Banking in Fiction: The Unscrupulous Client 

In a sense, perhaps, these tactics are self-defensive on the banker’s 
part. There is a type of man who considers that a banker is like a 
railway company in being fair game for anybody who can cheat him. 
Mr. Westall has given us a most vivid sketch of the methods of such 
clients in a passage in his novel The Old Bank. The passage is all the 
more worthy of quotation because the technical science of banking is. 
seldom made part of the structure of a romance— 


Only once was Julian. (the banker’s son) left in supreme authority, and then 
by ill-luck he made a mistake. Mr. Silvercross seldom took a holiday, but one 
summer he went to the Continent accompanied by his wife and daughters, leaving 
Mr. Matthews (the junior partner) and his son in charge. A few days after his 
departure the junior partner was laid up with a sharp attack of gout, and Julian 
became for the nonce sole manager. 

Now, as is the custom with Northern bankers, the house did a good deal 
in overdrafts. Customers in fair credit were allowed to overdraw their accounts 
in proportion to their turnover, a privilege for which they had to pay as well in 
the shape of interest as commission. Special advances were also occasionally 
made for a fixed period, sometimes with cover, oftener without. 

During Julian’s short reign a firm of manufacturers, whose ordinary over- 
draft was two thousand pounds, applied for a special advance of equal amount, 
to be repaid in fourteen days. The partner who made the application was a very 
plausible gentleman, and Julian, who had not yet learnt to discount the statements 
of the sanguine or detect the deceptions of the unscrupulous, granted his request, 
and the money was lent. 

Exactly a fortnight afterwards, the borrowers suspended payment. Julian, 
who had never been taken in before, was wild with indignation ; and when Mr. 
Silvercross returned from his tour, he read his son a lecture. 

“ Bolton & Bridge’s ordinary gverdraft was quite as much as their credit 
justified, and they ought not to have,had a penny more,” he said. 

“Bolton assured me they were all right and doing well, that the advance 

e e 


30 


The Deeper Policy of the Banks 


would be punctually repaid ; moreover, the firm was considered respectable, and 
I deemed him an honourable man,” pleaded Julian. 

“ You know what old Mr. Gurney used to say : ‘ Respectability don’t pay 
bills’; neither does it repay overdrafts, while as for honour, everybody is honour- 
able till he is tempted, or, as,sometimes happens, forced to choose between ruin 
and dishonour. C’est loccasion qui fait le larron, and most men, when they are 
financially in extvemis, will say anything to save themselves, or put off the evil 
day.” 

“ I think better of most men than that, father, and I had no means of knowing 
that Bolton was in extremis.”’ 

“You may judge a good deal from a man’s face and his manner when he asks 
for more credit, and a banker ought to be suspicious, easily frightened, and without 
bowels. Be as charitable as you please and can afford, but never lend a penny 
out of pity.” 

This was rather severe, and Julian felt the reproof keenly, the more especially 
as his father had himself made mistakes. He fancied, also, that there was a little 
malice in it, for some time before he had suggested that the bank dealt too largely 
in overdrafts, and had hinted that in times of stress they might prove an incon- 
venience, possibly become a danger—unless a safeguard were provided in the 
shape of an extra strong reserve. 

“That is one of your London notions, but the strict London system won’t 
do down here,” had answered his father. “ If we did not grant overdrafts we might 
as well shut up, and though there are theoretical objections to the system, experience 
shows that it answers; and it pays a vast deal better than discounting bills at 
bank rate or 1 per cent over. We never charge less than five on an overdraft, 
and a commission which brings it up to nearly ten—and unless you confine yourself 
to securities you must run some risk. ”’ 








With the banks as a united whole, the unscrupulous client no longer 
has the chances that he used to do. Banking opinion is consolidated 
like the banks themselves, and it is a rash customer who will hurl himself 
against the banking bastions. Once again, to quote Gilbart, “ There is 
many a man who would be deterred from dishonesty by the frown of 
a banker though he might care but little for the admonition of a bishop.” 
The bishop cannot enforce his admonitions by sharp penalties. The 
banker can, and does. 


Incalculable Economic Benefits of Sound Banking 


If a censorship so wholesome is being maintained over the whole 
commercial and industrial activities of the country, the contribution to 
economic well-being is incalculable. It means that legitimate activities 
are being financed up to the maximum limit of possibility, while illegiti- 
mate ambitions are being cut to the quick. The result is that, when 
financial stringency is precipitated, money market cataclysms do not 
inevitably follow it. There has been a severe restriction of that kind 
of paper which, in the words of a great banker, ‘‘ becomes as chaff before 
the wind in the winnowing of the first monetary tempest.” 

These are considerations that are almost entirely overlooked by the 
great mass of the banking public. Not discerning them, they are apt 
occasionally to be extremely impatient with certain factors of banking 
policy. They regard the banker as the Administrator of “nasty medicine,” 
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and their impatience has all the ill-information of the child which refuses 
the dose and fights against it. For that reason, elucidation of the real 
facts may lead to a better comprehension and appreciation of the gigantic 
services rendered to the country by bankers, apart altogether from their 
palpable task of acting as custodians of the social funds. The. rôle of 
custodian is but one of many which the banker plays. His policy of 
maintaining maximum productivity and his incessant and beneficent 
censorship are almost secret functions so far as the untechnical public 
is concerned. It is time more was known about them—especially as 
banking never stands still. Principles which yesterday were invisible 
are its goal to-day, and will be its starting point to-morrow. It is the 
most potent of all the contemporary economic forces, operated with a 
skill, and a restraint (and in many ways an unselfishness), which are 
beyond all praise. 
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Trade Advertising in South Africa 


Ta as engaged in South African trade would find useful information 
in the Advertisers’ Year Book and Press Guide for South Africa (1922), issued 
by the Central News Agency, Ltd., 125, 127 Long Street, Cape Town. A copy 
will be forwarded by the Agency on application from any firm of standing. 
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Non-Ferrous Metals Research 


ROGRESS in non-ferrous metals research was revealed at the second annual 
meeting of the British Non-Ferrous Metals Research Association, held at 
Birmingham on 8rd March, after luncheon at the Queen’s Hotel. Mr. T. Bolton, 
who presided, comprehensively surveyed the activities and progress of the Associa- 
tion, which has now over 100 member firms. A number of important investigations 
are being conducted by the Association in various laboratories. He emphasised 
the fact that division of labour is as important among brain workers as among 
hand workers, and co-operative research was the best and most economical method. 
He referred particularly to the proposal of the Association to establish University 
Fellowships for post-graduate research. 

After interesting addresses by Vice-Admiral Sir George Goodwin and Dr. W. 
Rosenhain, F.R.S., of the National Physical Laboratory, Sir Henry Fowler, Chief 
Mechanical Engineer to the Midland Railway, emphasised the importance of research 
to users of non-ferrous metals, and trusted that the railway companies would soon 
be in a position to support such work. : 

Sir Frank Heath, Secretary of the Scientific and Industrial Research 
Department, congratulated the Association on the extraordinary way in which 
its membership and activities had expanded during the previous year. He was 
particularly interested in the projected establishment of research studentships and 
offered the assistance of his Department in working out a scheme. The growing 
appreciation of the value of research was indicated by the absence of any reference 
to his Department in the proposals made by the Geddes Committee. 
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“Tt is suggested that one-seventh is the mingnrum proportion of family expenditure 
which should be allotted to the payment of life assurance premiums.” 


Expenditure on Life Assurance: 


How to Gauge Your Insurance Responsibilities 


By RIOHARD E. WILLIAMS 


What is a fair and adequate proportion of family income to allot to life assurance ? 
This is a matter of prime importance to the business man, who realises the perils 
of under-insurance. The writer outlines a simple unit basis of calculation whereby 


the question whether one is under-insured or not can be promptly decided, and urges 
that on this reasonable basis there is an enormous field available for the development 
of life insurance. 





Mot people will agree that the decrease in the purchasing power 
of money renders additional life assurance protection necessary. 
Probably few people will be clear in their own minds as to the exact 
degree of extra protection that is advisable. It is true that at all times 
insurance companies are ready to furnish more or less useful data to 
‘persons who contemplate taking out life assurance policies. This data 
usually takes the form of a mass of tables, which, though accurately 
prepared, are too bewildering to the average person to be of much service 
to him. What is required is some simple formula which will enable the 
ordinary individual to gauge his insurance responsibilities without any 
trouble. 

In order that the problem of discovering a formula may be considered 
in the easiest manner, perhaps it will be better to take a brief analysis 
of the average expenditure of one or two classes of typical English 
families rather than to take the expenditures of individual English families 
whose circumstances may vary greatly. In this connection certain official 
figures and statistics are available and will be referred to in the succeeding 
paragraphs. 


An Average Working Class Budget 

In 1904, the Board of Trade collected particulars of no less than 
1,944 typical working class family budgets, and found that on an average 
each family’s weekly expenditure was 36s. 10d., divided in the following 
way— 








S. d. 
Food i ‘ à s . 22 1 = 60% 
Rent (including Rates) ‘ - 5 103 = 16% 
Clothing . š : x .- 4 5 = 12% 
Fuel and Light . » 211 = 8% 
Other Items . 3 .- .— 16 = 4% 
36 10 = 100% 
. fe ——a 
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If the 1s. 6d. be taken to include expenditure on holidays, locomotion, 
amusements, education, and literature, it is to be feared that there will 
be very few pence, if any, remaining available for expenditure on unem- 
ployment, health, and industrial life assurance. This, in the case of a 
working class family budget, is what might be expected. The burden 
of making provision for sickness, unemployment, and certain domestic, 
educational, and professional services does not fall on the working man 
entirely, but is shared to some extent by his employer, the Government, 
and various voluntary organisations. 


Upper and Middle Class Average Family 


Expenditure 

If, however, typical family budgets of the middle and ones classes 
are reviewed, it will be found that the items indicate a much greater 
elasticity of expenditure. New items are introduced, as, for instance, 
expenditure on account of income tax, higher education, club and 
charitable subscriptions, sport, travel, or amusement. The effect of 
introducing additional items of expenditure is to add to the possibility 
of contracting the aggregate individual family expenditure so as to“ 
leave an adequate proportion of a middle or upper class family income 
available for expenditure on life assurance. Compare, for instance, the 
foregoing table of working class family expenditure percentages with 
the following table of expenditure percentages compiled from particulars 
given in Webb’s Dictionary of Statistics— 





Food : > 3 s . 206% 
Tea, Coffee, and Cocoa s ; 5 ‘7% 
Beer, Spirits, and Wine . ‘ . 4:99 
Tobacco . wet AG ‘ : 6' 
Housing . 2 , : z š . 127% 
Dress . 4 ; : : . 104% 
Education. - . .. 1-79 
Professional and Domestic "Services : . &7% 
Other Items . . . 427% 
100% 


This table may be considered to give a reasonable estimate on a 
percentage basis, of the expenditure of the average family in the United 
Kingdom. It will be observed that, as regards expenditure on items 
other than food, clothing, and shelter, the average family—including 
upper and middle class families—is in a much better position than the 
average working class family to incur expenditure on items which are 
economically non-productive. Obviously, any family which expends a 
proportion of its resources onenon-productive items—e.g. motor cars 
for pleasure, fancy bread instead of plain bread, etc., etc.—possesses a 
potential fund available to meet extra expenditure on account of 
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‘unprovided contingencies proper to be covered by life assurance. The 
average family possesses such a fund. 

The question then is, what is an adequate proportion of family expenditure 
that should be allotted to life assurance ? 


The Unit Basis of Calculation 


It should be possible-to arrive at a fairly accurate approximation by 
means of units. Necessarily, several assumptions must be made, but 
if all these assumptions are based on minimum requirements, the result 
should give the minimum proportion of the total family expenditure 
that should be allotted to life assurance. 

It appears fair to assume that the average family in this country 
consists of five members—father, mother, and three children. It also 
appears fair to assume that on the average the expenditure of husband 
and wife is double that on account of a child. Where a boy is being 
educated at a public school, the expenditure on the boy might be more 
than half of that on the father, but in that case the responsibilities of 
the father would be more than the absolute minimum, and it is the 
absolute minimum that is now being considered. Therefore, the 
minimum family expenditure reckoned in units would be— 


Father . 5 . : . 2 units per week 
Mother š y . we De yg 
Child A . : : > . I unit 
” B . . . : a 1 ” ” 
C. : é f TES en 


TOTAL. : - . 7 units per week 





That is, the expenditure of the average middle class family man 
might be considered to be 7 units per week. Instances where the wife 
is a member of a profession and supports her dependent husband are 
not sufficiently numerous to merit being taken into account. Now, 
` from a life assurance point of view, the biggest contingency to be pro- 
vided against is the death of the head of a family. As the continuing 
family expenditure after the death of the head until the children 
become self-supporting is 5 units per week, and as, in a middle class 
family, the children may be dependent for a period of 18 years or more, 
a total possible expenditure of at least 4,680 units should be covered 
by means of life assurance. (Expenditure of widow and three children 
at the rate of 5 units a week for 18 years = 5 x 52 x 18 units = 4,680 
units.) As the whole of this expenditure would not be incurred imme- 
diately on the death of the head of the family, but would be spread 
over a period of 18 years, requirements would be met by insuring to 
the extent of the present worth of 18 payments of 260 units each, 
reckoning interest at, say, 5% per annum. This reduces the amount 
to be assured from 4,680 units te about 3,000eunits. The normal age 
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at which a middle class man might be expected to earn an income 
sufficient to justify his taking on family responsibilities would be about 
30. A whole life assurance policy without profits taken out by a man 
aged 30 would entail an annual premium equal to about 2% of the 
amount assured. That is, to assure the payment of 3,000 units at death 
would involve an annual payment of 60 units, or at least 1 unit per 
week. The average family expenditure having been assumed to be 
- 7 units per week, and the minimum expenditure proper to be allotted 
to the purposes of life assurance having been found to be 1 unit per 
week, the minimum proportion of family expenditure which should be 
allotted to life assurance is evidently one-seventh. The formula 
would be— 
I 

P=] 

where P = annual life assurance premium and 
I = annual net income of head of family. 

Of course, this proportion of one-seventh would not apply to all 
family expenditures. It is only suggested that one-seventh is the 
minimum proportion of family expenditure which should be allotted to 
the payment of life assurance premiums. Families that desire to make 
provision for the meeting of other than normal expenses, such as the 
purchasing of house property, the educational endowment of their 
children, or the providing of old age pensions, should allot more than 
one-seventh of their expenditure to the payment of insurance. 


When a Man is Under- Insured 


It may be laid down, then, as a reasonable dictum that any man of 
30 or over who pays in assurance premiums less than one-seventh of his 
prospective net average annual income, after allowing for income tax, 
is under-insured. 

Most heads of families in receipt of less than £250 per annum have 
their assurance requirements met by what are known as Industrial Life 
Assurance Companies, as distinct from Ordinary Life Assurance Com- 
panies. If one-seventh of the gross national annual income earned by 
heads of families in receipt of over £250 per annum could be ascertained, 
it would provide a figure showing the aggregate minimum annual premium 
income that should be received by Ordinary Life Assurance Companies. 
It is thought that the present aggregate annual premium income of 
Ordinary Life Assurance Companies in this country, which is only a 
little more than £40,000,000, falls far short of this minimum. The total 
gross amount of income brought under the review of the Inland Revenue 
Department in a single year exceeds £2,400,000,000. If from this 
amount be excluded the incomes of those who earn less than £250 per 
annum, and all incomes derived from the ownership of land, houses, 
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Government and industrial securities, there would appear to be an 
enormous field available for the growth of life assurance on the suggested 
unit basis. 


The Assurance Companies’ Opportunity 
Surely the time is now ripe for the assurance companies to launch an 
advertising campaign having for its objects— 

(a) the educating of the average middle and upper class man 
to a sense of his responsibility as regards the getting rid of under- 
insurance ; 

(b) the doubling and trebling of the present premium income 
received by Life Assurance Companies; and 

(c) the conserving of the capital resources of the country at a 
time when the country can least afford to fritter away those resources, 
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On Growing Old 
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A business man is old when he gets to the point of saying, 
“ Well, such and such a course is the right one for me to 
take, but I can’t be bothered to take it.” 

Be really afraid for yourself when you begin to take that 
point of view. If you see the wise course clearly, and shirk 
it, you are beginning to shirk life itself; for life consists 
mainly in seeing and doing wise things. When you have 
had the powers of both sight and action, and you begin to 
feel reluctance to act on your insight, then you are beginning 
to grow old: your business is in danger. If you have not 
yet delegated, it is high time to do so. 


—R. T. Nicholson, M.A., 
Director of the Remington Typewriter Co., Ltd., 
in “ Sales Promotion,” 
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Common Sense about the German Boom 


By Dav W. OaDDIOK 


This impressive analysis of the German trade boom should be carefully digested 
by every business man face to face with cut-throat German competition, German 


methods of finance are admittedly desperate—dishonest, if you will—but their 
disastrous effects on British trade demand thorough investigation. 





Ae debt of the United Kingdom at the end of the war amounted 
to nearly {£8,000,000,000. The interest on loans (estimated) for 
1921-22 is £345,000,000. When war pensions are added, the total 
charges arising out of the war are more than £450,000,000 in 1921-22. 
Leaving out of account special revenue from the realization of assets, 
the last Budget provides for a total sum of more than £1,058,000,000, 
compared with about {200,000,000 in 1913-14. 

Exactly how much saving will result from the “Geddes” cuts it 
is not possible at present to state, but a reduction of the above figure 
to less than £900,000,000 is scarcely likely in the next Budget. 

These vital (official) figures must be borne in mind when considering 
the economic condition of Germany. 


German Finances 

The new Budget was introduced into the Reichstag, by Dr. Hermes, 
on 30th January, 1922. It consists of three parts, one dealing with 
internal administration, the other two with reparations. The former 
shows a surplus of some 16,500,000,000 marks, the three together show 
a deficit which will be covered by a forced loan of 1,000,000,000 gold 
marks (£50,000,000) spread over a period of three years, and BEARING 
NO INTEREST. 

The Budget discloses the economic situation of Germany; but the 
inference to be drawn is not realised in our own country. 

In the first place, mention is made of the internal debt of the nation : 
it has become “ Swollen ’—according to German ideas—and its present 
total is given at 250,000,000,000 marks. 1 Converting this sum into 
the pre-war value of the mark, it becomes £12,500,000,000, a figure 
which (considering the larger population of Germany and her tremendous 
effort during the war), appears to be not unduly large in proportion 
to the debt of one of the Allies alone—{8,000,000,000 incurred by the 
United Kingdom. But the argument needs much modification because 

1 Pall Mall Gatette, 31st January, 1922. 

e 38 ` 








Common Sense about the German: Boom 





of the fall in the exchange. The value of the mark differs in Germany 
from ‘its exchange value in other countries. 

Mr. J. Ellis Barker! shows that the cost of living index figures have 
risen from 100 in 1913 to 1,397 in November, 1921; or rather less than 
fourteen times. 

Let us take the foreign exchange value of the mark at 850 marks 
per pound sterling. We find that, owing to depreciation, the internal 
debt of Germany, in purchasing power of capital in Germany, is about 
£890,000,000. 

Assuming that our cost of living is from 75 per cent to 100 per cent 
more than pre-war, our total still comes to between £4,000,000,000 and 
£5,000,000,000, or four to five times the German weight of debt. If the 
conversion from marks to sterling is made, the German internal debt 
shrinks to less than £300,000,000 as the total capital sum. Of course, 
the foreign exchange value of the mark is fictitious and ought not at 
present to be taken into account. The internal value of the mark being 
about three times that of its external value, the difference requires 
explanation. The German boom consists in an attempt, on the part 
of the German people, to put their ôwn house in order before attempting 
overseas trade on a big scale. It is asserted by Professor Gustaf Cassel, the 
celebrated Swedish economist, that the refusal to deal with foreign 
trade constitutes “ the greatest swindle that the world has ever seen.’”? 
His explanation of the difference between the internal and external value 
of the mark is the only logical one so far given. Briefly, it is this: 
Germany sold marks by the thousand million to foreigners, many of 
whom desired to use the money to finance purchases in Germany. But 
the Germans refused to sell at the prices ruling in the country. In 
consequence, holders of marks began to sell, and marks had two values— 
one, their purchasing value in Germany ; the other, the price that foreign 
holders were willing to accept for them when they found that German 
manufacturers had two selling prices, for home and foreign buyers, 
respectively. 

Hence, the external value of the mark fell rapidly, and its actual 
fall was made a further excuse for refusals to sell for export. The 
reparations export duty also necessitated a different price for the home 
market compared with the export market. These two factors further 
re-acted on the “ exchange ° value of the mark, extending the vicious 
` circle. Professor Cassel further describes. this policy as the arbitrary 
plundering of those who previously supported Germany by purchasing 
its marks. Amongst the victims are people of all nationalities, friends, 
foes, and neutrals alike. 


1 Evening Standard, 17th January, 1922. 


3 From an article in the Norwegian and Mercantils and PAPE Gazette, reported in 
the Pal Malt Gazette, 6th February, 1922. 
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The German Budget of 1922 

Turning to the Budget, “ the total of requirements for the year is 
183,366,000,000 marks (£240,000,000).”’ + l 

Although “ public undertakings show a deficit on the general account 
of 3,095,000,000 marks (£3,800,000), and the post office of 2,475,000,000 
marks (£3,000,000), and on the railways of 6,783,000,000 marks 
(£8,200,000),””1 the ordinary revenue for the year shows a surplus of 
16,500,000,000 marks (£20,000,000). 

The number of Government officials in postal, railway, and other 
services is to be reduced to 75 per cent of the present strength. Expressed 
in pounds sterling, German expenditure for the year—{240,000,000— 
must be compared with our last Budget of £1,058,000,000* (excluding 
sales of war stores, etc.). And as we have no reparations to pay, the 
advantage ought to show in our finances. However, as the mark is 
worth three times as much in Germany as it is in other countries, we 
might multiply the total given by three, bringing it to the equivalent 
of £720,000,000 in English money, as far as purchasing power in Germany 
is concerned. In addition, trade is helped by the subsidies on public 
services. These really amount to an attempt to make the taxation of 
the German people appear greater than is the actual burden. 


How is it Done ? 


By the method indicated at the beginning, i.e. borrowing money 
without paying interest (which is what depreciating the currency amounts 
to), the Germans have set into full operation the active elements in the 
country, at the same time robbing the inactive. This desperate method 
of reconstruction is not to be recommended, but we must investigate 
its results. 

Who are the people who suffer by the German policy ? 

(a) Those with fixed-interest-bearing securities, including holders of 
war-loans and people with bank deposits. 

(b) Pensioners and annuitants. 

(c) People with fixed incomes. 

(d) Foreigners who have bought marks at a lower figure. 

(e) Creditors. 

On the other hand, many Germans benefit, including debtors; the 
banks and the Government, which have gathered in credits from all 
parts of the world when the mark was worth more; ordinary -share- 
holders, whose shares rise with the fall in the mark; but, above all, 
the gainers are those who have skill and ability, but no savings. Their 
knowledge is potential capital. In Germany it is being used. 

Statistics of bankruptcies in Germany are illuminating. “ For the 

1 The Times Berlin Correspondent, "31st January, 1922. 

2 Without counting substantial supplementary estimates. 
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whole of 1921 the number was only 3,100, compared with 12,700 in the 
prosperous year of 1913.” 1 

Moreover, the workers are fully occupied. “In Germany, with 
61,000,000 people, there are less than 150,000 unemployed. 

“As a matter of fact, there are no unemployed. Those nominally 


unemployed are chiefly out of work through illness. ... There is a 
scarcity of workers. A great many Italians are at present migrating 
into Germany.... “The better to do buy recklessly land, houses, 


motor cars, stocks and shares, etc., whilst people of small means empty 
the shops of clothes, food, and so forth.” 2 (An instance is given of a 
man who boasted that he had 30 pairs of boots.) It is admitted that 
Germany’s foreign trade is also increasing. Leipsig Fair has been a great 
success, 

WAGES ARE NO LONGER Low. “ Miners, ironworkers, and other 
well-paid men received, previous to the war, 5 marks per day, which 
then was equal to 5s. 

“They are paid now very frequently from 70 to 80 marks per day, 
or about sixteen times as much, and are, therefore, actually better off 
than they were in 1913-14, for the cost of living has risen since then 
only fourteen-fold.’’ 


Ts it a “ Catastrophe’’ Boom ? 

Lord Beaverbrook, J. Ellis Barker, and others, in their writings 
lead us to expect a gigantic crash in Germany. Doubtless a halt will 
occur. Some of the advantages gained can only occur once, but there 
are other points about the German boom which ought not to be lightly 
disregarded. Is our own policy absolutely wise? Let us contrast it 
with that of Germany. Here, instead of encouraging initiative, by a 
policy of cheap money and in other ways, we have deliberately dis- 
couraged new business by onerous taxation. The man with ability, 
but no savings, is often unemployed. A special impost—the “ Cor- 
poration Tax ”—has been imposed on ordinary shares. When Lord 
Ashfield asked for legitimate guarantees to extend the London tubes, 
he was accused of wanting a “ capitalist monopoly ” ; later, Mr. Emil 
Davies, a Fabian Socialist Member of the L.C.C., and an expert on railway 
nationalisation, proposed a municipal scheme. It was promptly rejected. 

This is typical of many other projects. We do not believe in 
Capitalism, nor in Socialism. We do not believe in anything. It is 
the price of coalition compromise. In the meantime, unemployment 
continues. Even with the reductions in expenditure proposed by the 
Geddes Committee, the Budget will not continue to balance without a 
revival in trade. Theoretically, we have not adopted the German 

1 Daily Telegraph's Berlin Correspondent,” Ist February, 1922. 

3 J. Ellis Barker, Evening Standard, 17th° January, 1922. 
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method of raising money without paying interest ; actually, many people, 
including the aged, widows, and others, are compelled to do without their 
dividends, particularly ordinary shareholders. Business is largely carried 
on at a loss. 

The latest proposal is to borrow money for the capitalisation of 
war pensions. 

Sir Godfrey P. Collins, C.M.G., M.P., in a recent article,1 stated that 
the British War Debt had been increased by £100;,000,000 since the 
Armistice, notwithstanding maximum taxation and the receipt of no 
less than £670,000,000 from the sales of surplus war stores. 

Mr. Austen Chamberlain, in the 1920 Budget debate, stated that 
with twenty such Budgets we should pay off the War Debt. 

But even one of these Budgets has proved a disaster. Mr. McKenna 
rightly intimated at the time that the taxation imposed exceeded the 
nation’s ability to pay. It is no exaggeration to say that our finances 
are in a critical condition. The other day I glanced at a book by a 
writer on Economics. Its title was Purse or Politics? One chapter 
asked whether the War Loan is secure. Many business men are asking 
the same question. 


The Future of German Competition 


It is alleged that the crash will come in Germany because the boom 
is largely domestic or internal. When everybody is satisfied with 
` housing, furniture, clothes, etc., demand will cease. But it will be 
easier for the German people to face a slump if their possessions to use, 
or to pawn, are so large. One of the reasons why discontent is not 
violent in Great Britain is to be found in the savings of war-time. The 
same will be true in a higher degree of Germany. (For example, the man 
with 30 pairs of boots need not fear bad weather for a long time to come.) 
Moreover, the mark will ultimately be stabilised at some new figure, 
‘possibly between 500 and 1,000 to the pound sterling. 

The shedding of most of the internal debt will be permanent; the 
German nation will be travelling “ light,” and will compete successfully 
with Britain in every market in the world. 

-It will be well not to count too much on the collapse of Germany. 
What Britain must do is to curtail Governmental expenditure to the 
minimum, work harder than she has ever done before, promote home 
and imperial schemes of development, and, generally, to face realities. 
The alternatives are two: one is to adopt the dishonest, desperate 
policy of the Germans; the other is to sink rapidly to the level of a 
second-rate Power. 

The economic condition of Britain ought to make us think and act 
furiously. . 

1 Weekly Dispatch, 5th February, 1922. 
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One of the most individual and enigmatic figures in British industrial and political 
life—an employer who is something of an apostle—is sketched in this able feature. 





The Business Man of the Month 


MR. AUSTIN HOPKINSON, M.P, 
By ARTHUR S WADE 


“ In no circumstances shall the appalling fate of becoming a millionaire 
overtake me” 


I some respects Mr. Austin Hopkinson is the Dean Inge of industry. 
It is necessary to qualify such a statement, of course. Mr. Hopkinson 
is not gloomy, nor is the Dean, though the Press have so labelled him. 
The likeness I wish to suggest between them exists especially in their 
unexpectedness, their habit of saying things which you were not antici- 
pating from men in their particular walk of life. Again, there is a very 
strong likeness in their gift of originality and their assurance that in the 
mass mankind needs a tremendous lot of guidance if it is to keep on the 
right track. And here we may let the parallel end. 


The Enigma of Politics 

I confess I do not know what I should do with Mr. Austin Hopkinson 
if I were dictator of Britain. I might make him Prime Minister. Or, 
I might decide that he should be deported. He is such a paradox that’ 
these alternative treatments would not be so remote from possibility 
as they seem. He is, in fact, romantic and realist ; prophet and pessi- 
mist. One does not know which is best worth doing—whether to praise 
his motives and conduct as they deserve to be praised, or to condemn 
some of his doctrines as they ought to be condemned. Ever since he 
walked into the House of Commons in the uniform of a private soldier, 
ever since his first big speech there which roused the House as few speeches 
have done in this country, one has been fascinated by his public utter- 
ances, showing a character rich in individuality, full of startling turns of 
thought ; yet sincere to the core. But they defy analysis. To look 
into them in the hope of finding any complete design which gives them 
unity is to gaze into a kaleidoscope. 


Original Thinker and Individualist 

Mr. Hopkinson comes of a family which has very strongly marked 
characteristics. One of these characteristics (which he possesses in an 
extreme degree) is the ability to think for themselves and to act on their 
convictions. It came out in the views of his father, who was Vice- 
Chancellor of Manchester University, and in those of his uncle, a great 
engineer. It comes out in everything he himself says and does. Look 
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at his method of running the Delta Mining Machinery Works, at Guide 
Bridge, near Manchester, of which he is head. An enemy of communism, 
socialism, nationalisation, holding none too complimentary views of 
trade union statesmanship, he himself devised a scheme of co-partnership 
which seemed to blend all the benefits his workmen could get from what 
is best in all these things. The main feature of the scheme bursts with 
originality ; for it provides for the employer’s proportion of profits to 
decrease in ratio to the greater output and greater gain of the workers. 
Yet Mr. Hopkinson, if one reads him aright, is a fervid individualist. 
How comes he, then, to be the father of a scheme so far removed from 
individualism ? I confess, after closely following Mr. Hopkinson’s 
career and speeches and writings, the answer to that question eludes me. 





Obiter Dicta and Opinions 

A flood of light is let into the views Mr. Hopkinson holds of the real 
values of life by some of his sayings. “The capitalist has a useful 
function ; he is the person who does the saving for the people who cannot 
save.” “The chief fault of the people is that they are much too fond 
of money.” Both these imply an opinion of the mass of men which is 
not too high ; and they are by no means isolated examples of his tendency 
to generalisations which leave an acid taste in the mouth. Some of his 
statements about politics carry the same bitter burden. Cynical is the 
word one would naturally employ, but that one knows he cannot bea 
cynic. For instance, he has talked of politicians who speak as if moved 
to tears on behalf of the workers sitting down with their tongues in their 
cheek. “ The first thing for Labour to learn is the extraordinary small 
value of words.” He has described the League of Nations as “ based 
upon pure, unadulterated materialism.” He has pictured future war 
in which “ only those mystics would endure who had the faculty to see 
that any mortal suffering must be faced rather than the world should 
sink before the forces of evil.” For a man only just turned forty these 
seem strangely disillusioned opinions. 


A Moral Force in Public Life 


Despite these and other unpalatable views, one cannot deny that Mr. 
Hopkinson is a force we could not spare from our public life. He is 
quite definitely a stimulus to higher things. And his greatest contribu- 
tioa to public welfare and to our stock of ideals is his insistence on the 
practice of sacrifice. He may be unadaptable in politics ; he has himself 
recently confessed that he does not know any party into which he can be 
fitted. As a social and industrial thinker, he may stand very much 
alone amidst his seeming contradictions. But as a moral force, as a 
personality which sweetens and cleanses the common life of men, his 
position is undisputed and indisptitable. If he is bitterly realistic when 
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talking of Labour and the League of Nations, he is superbly so when 
carrying out in his own acts the ideals that he teaches. He has not merely 
preached, but has practised, sacrifice. He gave his beautiful house, 
Ryecroft Hall, to the local district council, and went to live his bachelor 
life in a bungalow converted from a barn. He presented his motor car 
to his chauffeur so that the man might set up a business. He made the 
supremely hard sacrifice of his pipe and tobacco so that he should not be 
gratifying his own appetites while there was widespread suffering through 
unemployment. If deeds speak loudly, these have no uncertain voice. 


The Key to his Character 


The unifying note in Mr. Hopkinson’s character, the note which gives 
it dignity and strength, is the complete absence of materialism. If he 
is an individualist it is not because he wants all he can get, but because 
he believes that individualism leaves the control of money in the 
most capable hands. If he expresses unpleasant views of the League 
of Nations, it is because he does not want men to be deluded by false 
` hopes. Though he may be wrong in these things—I believe he is—he is 
a stimulating corrective to those who are veering towards opposite 
extremes from himself. In the main, of all the men in public life who 
took part in the war, he seems the one who has brought back its hard 
lessons of endurance and sacrifice in their highest form, and now he holds 
them with a religious fervour. When time has upset the economic 
doctrines he fosters, the example he has set will still remain firmly based. 
He need have no fear of ever becoming a millionaire. His treasures are 
not those which can be hoarded. 
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Present Day Costing Problems 


By E. W. Newman, A.0.A. 
Of the. firm of Newman, Biggs & Co., Chartered Accountants, Birmingham ; 
Author of “The Theory and Practice of Costing” 


VII. A further Consideration of Methods of 
Allocating Oncost. 


To problem of Oncost allocation may be briefly described thus: 
Manufacturing expenditure falls into two divisions. There is the 
Direct expenditure. This is closely related to separate manufactured 
products and is, therefore, measurable with approximate accuracy and 
without much difficulty. Then there is the Indirect expenditure, the 
relation of which to separate manufactured products is more or’ less 
remote. The indirect expenditure includes the cost of maintaining the 
auxiliary services to production. These services comprise the building 
service, or the cost of accommodating the workers, the power service, 
the stores service, the service of supervision and management, and others. 
All these services are essential. They are the necessary support to the 
direct producers. The wages of the direct producers are measurable 
in relation to separate operations or separate products. Likewise the 
cost of the material which is subjected to these operations is ascertainable. 
These are the direct material and labour of manufacture. 

It is in the measurement of the indirect or service expenditure in 
relation to separate products that problems of considerable complexity 
arise. The nature of these problems may be perceived by taking one 
or two items included in the indirect expenditure and considering their 
relation to the manufacturing operations. Take, for instance, the 
factory rent. How is this to be apportioned so that the addition thus 
made to the cost of each manufacturing operation may be equitable. 
How is the cost of supervising the manufacturing operations to be added 
to the cost of each of those operations. It is obvious that exact measure- 
ment is physically impossible. Approximation has, therefore, to be 
resorted to, and the approximation must express as closely as possible 
the working conditions. This is the problem of Oncost allocation. 
Rules have to be devised for allocating to the cost of separate articles 
the expenditure incurred in the process of their manufacture and distri- 
bution. These rules must not only be equitable, they must be practical. 
Consequently they must not be too rigid. We should, however, seek 
to avoid the burdening of produgt A with expense incidental to the pro- 
duction of product B. If the selling prices of products A and B are 
related to the cost of thgir production it matters not to what extent 
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the ratios of output may change, the manufacturing cost will be 
recovered. Butif product A is erroneously relieved of expense incurred in 
its production, and product B erroneously charged therewith, changes 
in the ratios of output will affect profit and loss. Increases in the sale 
of product A would reduce the profit relative to the turnover, but increases 
in the sale of product B would tend to increase that profit. This fact 
was clearly shown in the last article of this series when considering two 
popular methods of allocating Oncost. The first method described was 
the allocation of the Oncost expense in proportion with the direct material 
and labour expenditure. The anomalies produced by this method were 
discussed, and it was shown that its application was inadvisable except 
in those cases where the ratio of material to labour throughout the whole 
of the products was a constant ratio. It was also shown that in most 
cases the allocation of Oncost in proportion only with the direct labour 
expenditure was preferable, because the direct labour expenditure was, 
to some extent, at any rate, a measure of the number of manufacturing 
operations which an article had undergone, whereas the direct material 
expenditure formed no such measure. 

In the last article, also, the importance of observing the depart- 
mental divisions of expenditure was emphasised and illustrated. These 
divisions should isolate sections of the manufacturing equipment in which 
there is identity of activity, where manufacturing operations are similar 
to each other. Processes unlike each other should be separated, and 
the more we separate them, the closer will estimates of cost approximate 
to the actual expenditure incurred. 

In each department thus marked out the ratio of direct to indirect 
expenditure will differ, and rules for the allocation of the Oncost of each 
department to the work done have to be devised with due regard for the 
differences in the manufacturing conditions. 


Measures of Value 


The two standards of measure considered last month were measures 
of value. Before considering how far values may be adopted as standards 
of measure, it will assist us in dealing with these problems of Oncost 
allocation if we briefly exhibit the anatomy of the Oncost expense in 
the following table, viz.— 

OncosT EXPENSE 


(a) Buildings expense. 

(b) Power j 

(c) Tools m 

(d) Plant maintenance and depreciation. 
(e) Management and supervision. e 


(f) Stores expense. ° 
Most of the expenditure falling into the Ongost expense is constantly 
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and regularly accruing hour by hour. This is not only so with wages 
and salaries, but with rent and rates, interest, depreciation and power 
supply. It may be granted that there is expenditure, the accrual of 
which does not take place in so constant and regular a fashion. Repairs 
to plant and machinery may partly arise from causes quite fortuitous, 
as also part of the expense of cleaning and maintaining the fabric of the 
building. Expense of this nature, however, usually forms but a small 
proportion of the whole, and for all practical purposes it may also be 
conveniently considered as accruing day by day. Assuming, therefore, 
that the necessary departmental divisions have been made, the depart- 
mental Oncost expense may be considered to fall uniformly upon each 
departmental working hour. If, also, a department comprises twenty 
direct producers, all working under substantially the same conditions, 
the Oncost expense chargeable to each of their working hours would be 
-one-twentieth of the whole. 


Measurements of Time 

The most reliable basis for the measurement of the Oncost expense 
in relation to separate products is that of Time. The adoption of value 
as a standard of measure is only reliable in so far as it is equivalent to 
time. It follows, therefore, that the allocation of Oncost expense on 
the basis of the combined value of material and labour will not, as a rule, 
be satisfactory, because the value of the material is not usually a measure 
of time. There are exceptional cases where the value of the material 
does constitute such measure. For example, this value may be in strict 
ratio with the length or other dimension of the material, and this length 
or other dimension may determine the time taken in passing through 
a certain manufacturing process or processes. Instances of this kind, 
however, are not common and, generally speaking, material values do 
not form a reliable basis for the measurement of the manufacturing 
Oncost. 


When the Direct Labour Method is Reliable 

What, then, of the direct labour method? In what circumstances 
does ‘the direct labour value constitute a reliable standard of measure 
for the Oncost expense? Two conditions are essential if this method is 
to work satisfactorily. First, there must be uniformity or substantial 
uniformity in the wage rates throughout the department in which this 
method isadopted. An hour’s work by one operator must be remunerated 
equally with an hour’s work by another operator. Secondly, the manu- 
facturing equipment throughout the department must also be substantially 
uniform. An hour’s work on one machine must incur substantially the 
same expenditure as an hour’s Work on another. If these conditions 
exist, the direct labour method of allocating Oncost will be satisfactory. 
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Effect of Piece Work on Direct Labour Method 


At first sight it might be thought that in all cases where some form 
of payment by results is practised, the direct labour method would be 
unsatisfactory. One hour’s work by one operator would not in such 
circumstances be necessarily equivalent to one hour’s work by another. 
The earning capacity of piece-workers engaged on the same operations 
may vary very much. For costing purposes, however, it would not be 
practicable to take these variations into account, but we should require 
to know the average value of an hour’s work. This average value is 
arrived at by allocating the Oncost proportionately with the earnings 
of each piece-worker and not according to the number of hours worked 
by each. Some might think this procedure unsatisfactory. But con- 
sider the alternative. Take the case of two piece-workers engaged on 
the same operations, and assume that the departmental Oncost expenditure 
divided by the number of production hours yielded an Oncost rate of 
2s. per hour. One week’s earnings of operators A and B were— 

A. 600 operations at’ 2d. = £5 0 0 No. of hours 44 
B. 350 ,, „ 2d. = 218 4 no» 44 

The actual cost of the work done by each operator is, therefore, as 

follows— 








A. B. 
Wages . i g y . £500 £2 18 4 
Oncost 44 hours at 2s. P . 480 4 8 0 
#9 8 0 £ 6 4 
Average cost per operation 33d. 5d. 


From the standpoint of the relative efficiency of the operators, these 
costs are interesting enough. But it is not, as a rule, the high or low 
efficiency of individual workers which has to be taken into account in 
the costing of products, but the average efficiency of the department. 
Consequently the cost of this operation is more usefully calculated by 
allocating the departmental Oncost proportionately with the earnings 
of each’ worker, thus— e 








A. B 
Wages . . . . . £5 0 0 £2 18 4 
Add Oncost expense 124% . 640 3 12 0 
£11 4 0 £6 10 4 
Average cost per operation 44d. 4id. 


It may be said, therefore, that the direct labour method of allocating 
Oncost is satisfactory, notwithstanding differences in piece-work earnings, 
_ providing the equipment of the department is more or less uniform, 

that is to say, where machines are similar in size and kind. It is satis- 
factory also where earnings are calculated with reference to the number 
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of hours worked, provided the wage rates as well as the equipment 
are substantially uniform. 


Man-hour Method 


In cases where the equipment is uniform but day rates vary, that is 
to say, where differing rates are paid for one day’s work of similar character, 
the direct labour method will not yield results that are altogether satis- 
factory. The reason is that the differing wage-rates have no relation 
to the volume of work done by each operator. A workman receiving a 
high daily rate may produce less work than a workman receiving a lower 
rate. It is not advisable, therefore, to accentuate the differences in cost 
which so arise by the allocation of the Oncost on the basis of the total 
wages paid in each case. It is preferable to charge each hour’s work 
with an hourly Oncost rate. In this way the cost of each hour’s work 
is made as uniform as it can be. This method is known as the Production 
Hour method or Man-Hour method, and is usefully employed where 
there is uniformity of equipment in a manufacturing department, but 
a lack of uniformity in the daily rates paid to the workers in the 
department. 


When Separation of Oncost from Direct Wages is 

Unnecessary 

Where uniformity of product exists, as well as uniformity of wage 
rates and equipment, it may be unnecessary for costing purposes to 
separate the wages expenditure from the Oncost expenditure of the 
department. That is to say, if the cost of an hour’s work on one machine 
is equivalent to the cost on another, and where the number of products 
differing it may be-in size, are subject to substantially the same manu- 
facturing operations, it is sufficient to record the number of hours spent 
in the department on each size of product. The number of hours multi- 
plied by the hourly rate (including wages and oncost) will give the total 
costs incurred in the manufacture of each type of product. This sum 
divided by the number of products will give the cost per product. 


Machine Rates 

If the equipment in a department is not substantially uniform, the 
method known as the Machine Rate method is usually desirable. This 
is particularly the case where the machines are large and costly, and where 
the costs incurred in their operation exceed in the aggregate the wages 
cost of the operators. Mention has been made, in the previous article, 
of types of machines, costly in character, the operation of which involves 
a.great deal of initial preparation. The case of heavy hydraulic presses 
was mentioned. For each press a furnace is required, or it may be a 
number of furnaces, in , Which steel ingots are heated before being 
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pressed. Travelling cranes are engaged in transporting heavy tools to 
the press, the heavy ingots to the furnaces, and also from the furnace 
to the press. Operations of this character usually require a gang of 
men to be in attendance. The wages of the whole gang, possibly differ- 
ently constituted at different times, would not in such circumstances 
form a reliable measure for the allocation of the overhead expense entailed 
in the operation of the press. It is preferable, therefore, to concentrate 
into a machine-hour rate the whole of the expense directly governed 
by the nature of the machine in order to secure the utmost precision 
possible in the costs. 

Looking at the anatomy of the Oncost expense exhibited in the 
table above, it will be realised that where machines greatly differ in size 
and kind a considerable part of the Oncost expense is more directly 
governed by the nature of each machine than it can possibly be by the 
wage-rate of the operator. The whole of the expense grouped under the 
letters A to D cluster round the machine and not the operator. The 
building expense apportionable to each machine is determined by the 
amount of accommodation which it takes up, both as to floor space and 
lighting. The power expense is governed by the nature of the machine. 
Likewise the tools expense is frequently very closely related to the 
machine, while depreciation is measured by the original cost of the machine 
and its probable life period. Where machines differ in type none of these 
expenses is measurable with reference to the wage-rate of the machine 
operator. It is only when machines are substantially uniform in type, 
and the wage-rates are also uniform that the Oncost expense can be so 
measured. 


Combined Direct Labour and Machine-Rate Method 


Other services to production, however, are not so closely related 
to the machines. Of these services the management and supervision 
and stores services are examples. The allocation of these to machines 
is not always an easy matter. For this reason some manufacturers 
confine the machine-hour rate to the actual expense of accommodating 
and operating the machine. The expense of other services is allocated 
by the direct labour method. A cost drawn up on these lines, therefore, 
would consist of— 

Direct wages. 
Oncost expense. 
Machine rate. 

This method is thought by some to be highly satisfactory. Its 
disadvantage, however, is that the division of Oncost expense into two 
parts entails two separate calculations jn relation to each cost. It is 
more convenient for this reason to distribute the whole of the Oncost 
expense to the machines, unless this process crgates special difficulties, 

51 : 





Business - Organisation - and - Management 


so that the whole of the Oncost expense may be distributed to costs 
through the medium of the machine-hour rate. 


Fluctuations in Output 

Whatever method of allocating Oncost is adopted it has to be borne 
in mind that the standard of measure does not maintain a constant 
relation to the Oncost expense. The ratio of direct wages to the Oncost 
expense rises and falls with the volume of work on hand. Seasonal 
fluctuations of output are important in this connection. When out- 
put declines, the Oncost expense relative to it increases. When output 
increases, the Oncost percentages decrease. It does not appear that the 
costs of individual products which include a provision for Oncost expense 
fluctuating in accordance with the experience of the period in which 
their manufacture happens to fall is of much service for practical purposes. 
Costs in relation to the same product prepared on the 31st December 
may from this cause vary considerably from costs prepared on the Ist 
January. A better method is undoubtedly to use standard rates of 
Oncost based upon a period sufficiently long to include the normal 
fluctuations of a manufacturing business. These standard rates should 
be compared with the actual Oncost rates of each department ascertained 
at short periods from the accounts in the form described in the first 
article of this series. The preparation of such accounts not only gives 
the manufacturer a high degree of control over expenditure. They also 
indicate how much of the Oncost expense has remained unabsorbed in 
the costs for the period, or to what extent the Oncost expense distributed 
on the basis of the standard rates has exceeded the actual Oncost expense 
incurred. This is what the alert manufacturer wants to know, but 
it is not what his accounts usually show him. 








“ There never was a time when it was so essential not to discontinue advertising.” 





Can Advertising beat the Slump? 


By Erio N. Smtons 
(Publicity Manager, Edgar Allen & Co., Iid.) 


What is the best policy for advertising during the present period of trade depression ? 
This all-important problem is giving business men great anxiety just now. Valuable 


suggestions for its solution are given below. 





Po though it may seem, the question which figures at 
the head of this article can be answered in both negative and affirmative 
ways. The answer will vary according to the view which is taken of 
the sudden cessation of buying that marked the beginning of the “ slump.” 
It may, therefore, be advisable to explain clearly and forthwith the angle 
from which these remarks will be written, and the precise limitations of 
the policy they advocate. 


Causes of the Slump 

The “slump ” is not due to an ‘absence of demand. It is not a 
psychological phenomenon such as was implied by the erroneous descrip- 
tion, ‘ buyers’ strike,” which was attached to it in the early days, before 
the sudden change from the “ boom ” had been analysed and discussed. 
It is due entirely to material factors brought about by the war, and by 
the fluctuating policies of various nations since the war. The demand 
for goods exists, to perhaps an even greater degree than ever before. 
In Russia, in Germany, and in many:other parts of Europe, industrial 
commodities are needed in vast quantities. What does not exist, 
however, is the ability to satisfy this enormous demand. In other 
words, there is no money. And so, while in Italy, for instance, they 
are cutting down beautiful trees to fire the lake steamers, as I saw for 
myself not very long ago, our export of coal has fallen off enormously. 

All this may at first sight appear so- obvious as hardly to merit 
repetition, but, as will be seen, this repetition is essential to a clear 
understanding of the problem raised in the title. Now precisely because 
the “slump” is not a psychological phenomenon—precisely, that is 
to say, because it is not merely the expression of a collective human 
caprice—psychological remedies cannot of themselves suffice to beat it. 
In other words, you cannot create money by the mere fact of creating 
demand, and what is wanted to “ beat ” the slump in the absolute sense 
is either a political or an economic measure of a far-reaching character, 
or both. 

Advertising serves three purposes : it creates, stimulates, and inten- 
sifies a demand for commodities; it thereby, moves the goods more 
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quickly from manufactory to consumer, serving a distributive purpose ; 
and, finally, its consequent stimulus to production results in the lowering 
of overhead charges and cheapens the price of the individual articles. 

Important though all three functions are, they are of themselves 
entirely dependent upon the consumer’s ability to purchase. There 
comes a point where the influerice of the psychological factor, as exem- 
plified in the case of advertising, is overborne by material considerations, 
such as a shortage of ready money. Therefore, alone and unaided, 
advertising cannot beat the whole “slump,” and in that sense the 
answer to the question raised must be in the negative. 


A Trap to Avoid 


But now we come to a different aspect of the situation altogether. 
We have shown that advertising in general cannot conquer the slump 
in general. That does not by any means imply that therefore individual 
advertising by individual organisations should be regarded as an expendi- 
ture-aristocrat to be truncated by the guillotine of economy. Taking 
a superficial view of the situation, it may seem a rather logical thing, 
in view of the argument outlined above, to stop advertising because 
there is a general world-shortage of buying-power. Into that trap 
many firms have fallen recently, and the result cannot but be harmful 
to themselves, as this article will eventually seek to prove. 

Because advertising is psychological in its nature, because you 
cannot assess the profit on expenditure of this sort as accurately as you 
can assess the profit on raw materials and workmanship, the temptation 
is always to economise in what seems the easiest possible way, by 
ceasing to spend money on intangible things. In the same way, rate- 
payers invariably attack education expenditure whenever there is a 
call for economy. It is, like advertising, something you cannot see 
and feel and pile up in lumps. 

Let us, however, consider the existing industrial and economic 
situation carefully as it affects individual firms, and then see whether 
the short-sighted policy af discontinuing or drastically reducing 
advertising expenditure is really justified. 

Taking the total reduction first: obviously, there would only be 
a logical case for this if it could be proved absolutely and beyond all 
shadow of doubt that buying-power throughout the world had vanished 
utterly and beyond recall. That this is not the case need hardly be 
asserted. At the time of writing, orders are being executed in the city 
of Sheffield for even so destitute a country as Russia. Orders, small 
though they be, are still being placed, and the proper standpoint for the 
individual firm to adopt is that, so long as there exists ability to buy, 
the demand which that ability” gan satisfy may be given direction and 
particularisation by means of forceful and effective advertising. 
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In fact, there never was a time when it was so essential not to dis- 
continue publicity work. Competition is keen for even the smallest 
orders. Everywhere manufacturers are faced with the problem of 
plant standing idle and falling sales. Even assuming that the power of 
advertising were not so well-proven as it actually is, it is an open 
question whether any manufacturer could afford to neglect a possible 
factor in obtaining orders for his product. But advertising is known 
to be one of the most potent forces in our modern civilisation, in spite 
of which fact there are firms so illogical as to contemplate discarding 
this splendid weapon in the fight for trade. Quite apart from the 
individual competition of British manufacturers, such a policy, if col- 
lectively practised, would but play into the hands of our American 
rivals, whose advertising efforts are unceasing. 

In short, the position might be summed up in this way, that the 
more effectively any one firm advertises at the present time, the greater 
will be that firm’s share of what orders are going. The more English 
firms as a body advertise, the greater will England’s share of the world’s 
orders be. The only advertising which does not pay is dishonest adver- 
tising, and in this respect there has been a marked improvement of 
recent years in both this country and the United States. It is true 
that we have not brought advertising to quite such a fine art as they 
have “ across the herring-pond,” but that point will be dealt with ina . 
moment or two. 


Advertise—but Cut Advertising Costs 

The case against a total cessation of advertising seems, therefore, 
to be fairly satisfactorily proved. It now remains to consider the 
alternative of a substantial reduction in publicity expenditure. To 
some extent the suggestion is shown to be unwise by the arguments 
previously advanced. It is not sound economy to reduce advertising 
merely for the sake of the reduction. But, as I hope presently to show, 
there is, nevertheless, room in the case of very many organisations for 
a cut in advertising costs. 

Let me not be misunderstood here. This statement is not a con- 
tradiction. The reason why many firms—I will not say all—could 
reduce their ‘publicity expenditure without materially damaging their 
own interests is because that expenditure has, in the first place, not 
been wisely distributed. As a buyer of advertising space, it is more 
or less my duty to know something about the circulation and standing 
of various technical and other journals, and I am constantly having 
thrust before my eyes the reckless wasting of money by advertisers. 
An advertisement canvasser once said to me, apropos of a firm of some 
considerable size: “ If a canvasser for Comic Cuts called on those folk, 
he’d get an order for a page advertisement lẹ’ No man in his sound 
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senses would, let us say, advertise battleships in boys’ penny-dreadfuls. 
Yet so-called “ business men ” are constantly throwing pounds away in 
advertising their products in equally unsuitable journals. 

If there is one thing worse than an entire disbelief in advertising, it is 
a fatuous belief that advertising can work miracles. To use another 
homely illustration, no sane man would expect a wood-chisel to remove 
his beard. Why, then, should a man expect an advertisement in a 
railway journal to sell as many motor lorries as one in a motor journal. 

Advertising is a selling-tool, just as a chisel is a cutting-tool. It 
should be used as carefully and treated as carefully as good workmen 
treat their tools. And in proportion as it is used rightly, and in the 
proper way, the results obtained from it will be tangible. 


A Practical Policy for Lean Times 

Thus far I have dealt rather with the theoretical than the practical 
side of the question. I propose now, however, to outline certain sugges- 
tions which, if followed out, will effectively solve the problem ; not, as 
I have already remarked, of the “ slump ” as a whole, but of individual 
firms out to capture as much trade as possible and at the same time to 
lay the foundations for increased business in the future. The suggestions 
which follow are not theorising, but have been actually tried out and 
proved of value. 

As stated, too much money is spent on advertising in unsuitable 
media. This is especially true of engineering firms. The first step to 
be taken is, therefore, to go carefully over the whole list of journals or 
magazines in which space is taken, and subject each one to a rigorous 
examination. It is not a bad policy to submit the list en bloc to an 
advertising agent, who has the means to investigate thoroughly the 
circulation and standing of most journals. If, however, this course is 
not followed, the best plan is to draw up a list of the various fields or 
markets for the commodity or commodities manufactured, and see how 
far, and to what extent, these are covered by the advertising allotment. 
Thus, if the product has a special appeal to the shipbuilding industry, 
and also to constructional engineers, headings should be made thus— 


SHIPBUILDING TRADE CONSTRUCTIONAL ENGINEERS Buitpinc TRADE 


journal in which advertising space is taken covering that particular 
trade or market. It will then be seen at a glance what fields are-covered 
by the advertising. The undermentioned questions should next be 
asked, and answered— . 
1. Is my advertising expenditure in any market too great in 
comparison with that in gnother market where I have better sales ? 
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2. Do any of the journals in a particular market have an overlapping 
circulation, thus causing me to pay twice over to get my message to one 
prospect ? 

3. Am I neglecting any important market, or spending too much 
on another ? 

4. Is my advertising expenditure in any one market proportionate 
to my sales in that market ? 

5. Do I know the circulation and relative standing of the journals 
in each market ? 

6. Am I advertising in any journals which do not cover any conceivable 
market for my goods? In other words, am I wasting money ? 


How Salesmen Can Test Media 


Now it stands to reason that all these questions cannot be answered 
‘in a second. Certain of them, and notably No. 5, need careful investi- 
gation. In this respect, a great deal of help can be rendered by the 
firm’s salesmen. Few people are in a better position to judge just what 
papers are read by the firms or individuals on whom they call. If, 
therefore, the salesman is instructed to make a mental note of the journals 
he sees on the desk of the buyer, to inquire where possible what his 
customers in any particular field are in the habit of reading, he will 
eventually be able to submit a great deal of useful information, and 
incidentally reveal, no doubt, a good deal of waste which can be 
eliminated. ’ 

Some journals are practically “ kept alive” by the loose way in 
which many advertisers handle their appropriations. Many of these 
have obtained their contracts because of personal influence. Wherever 
possible, they should be eliminated ruthlessly from the list. These are 
days in which every pound has to be watched. 

Now if this restriction of the advertising list has been scientifically 
carried out, the result should be a table of journals which can claim to 
cover efficiently the markets open to the advertiser for the sale of his 
goods. The first half of the programme will have been performed, in 
that all waste has been cut out, and a certain actual net saving effected. 
But in reality, very little of real value will have been done if steps are 
not taken at the same time to make sure that the inches of “ white 
space ” purchased are used to the full. In other words, having bought 
your chisel, you must see that it is kept sharp. 

Now it does not come within the scope of this article to lay down any 
definite rules for the efficient laying-out and writing of an advertisement. 
But there is one point which can be discussed with relevance, because a 
good deal hinges upon it in all questioys of efficient advertising. That 
point is the advertising policy, the plan which should underlie every 
single announcement published, just as the styategic plan of an entire 
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army corps underlies each minor operation carried out by -small 
detachments. 

What is the best policy for advertising during the slump period ? 
What are the best arguments to use, and why? Those are questions 
which can only be answered in a general way. To answer them par- 
ticularly would necessitate a thorough knowledge of the product, of the 
class of person to whom it is sold, and so on. But, in a broad way of 
speaking, there are certain immediate tendencies among buyers generally 
which “ slump ” advertising can effectively study and apply to its own 
particular markets. The first tendency is to buy as cheaply as possible. 
The general advertising policy of any firm should, therefore, be to show 
what savings, if any, can be effected by the use of its product. If the 
product is expensive in first cost, advertisements should concentrate on 
ultimate savings; if it is cheap, on immediate economy. Where the 
product is expensive and unrivalled in its own field, as in the case of 
pianos, for instance, the policy should be to discuss advantages, aesthetic 
or otherwise. 

The second tendency is to refrain from buying or trying a new 
product or a new brand of product on account of the expense of experi- 
ment. This can be met by making it easier, where circumstances warrant 
such a course, for the prospect to try over the goods before actual purchase. 
For example, an offer to supply a trial lathe-tool might be made, the 
invoice to be cancelled if the tool were returned carriage forward as 
having proved unsatisfactory. ; 

The third tendency, and this is important, is to demand efficient 
technical or practical service with the goods. An instance of this came 
to my knowledge quite recently, and is worth noting because it shows 
clearly that the Americans are striving to outdo us in this respect. A 
large firm recently became dissatisfied with a class of tool it had been 
using, and decided to change its source of supply. Inquiries were 
accordingly sent to a number of British manufacturers and to one 
American house with stocks in this country. Certain experiments were 
necessary in order to find the correct tool to suit the machines, and 
these experiments necessarily involved the destruction of those tools 
which were unsuitable. The British firms insisted on charging’ their 
prospective customers with the experimental tools, and left the experi- 
menting to the latter. The American firm sent down a practical man, 
who carried out experiments entirely at his firm’s expense, found a suitable 
tool, and got the contract. The moral is obvious. 

Care should be taken, therefore, to see that the service offered to 
customers supports the advertising policy. Service is a good item to 
use in an advertising scheme, but the service should be a reality, and 
not a polite fiction. 
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How many importing houses can cut out the costly services of the shipping agent is 
fully explained and illustrated below. 





Customs Entries and their Preparation 


By E. T. O. Huisa 









Everyone engaged in the business of an importing house should be familiar with 
the method of preparing and verifying Customs entries. But owing to an all too 
general ignorance of the comparatively simple routine, this work is often delegated 
to the shipping agent, and needless expense incurred. In this article, which should 
be preserved, lucid and detailed instructions are given which will enable the importer 
or any of his staff to dispense with the services of the shipping agent and effect his 
own clearances, thus saving both time and money. 


` 


Ce Entries are the bugbear of many an importer’s life. Their 
appearance is unpleasant, their requirements formidable, and as a 

consequence the whole subject is frequently handed over by the importer 
to the shipping agent. 

Now this summary dismissal of the question is, to my mind, a mistake. 
To the casual importer, a shipping agent is undoubtedly a boon, but in 
these days of “ anti-waste,” managers of houses regularly importing 
would do well to reflect upon the scope for economy here presented. 

The task of passing entries is not so difficult as it seems to appear, 
and the following instructions should enable the work to be undertaken 
without either undue irritation or waste of time. 


Classification of Goods 


Imports into this country can be divided into two classes— 
(1) “ Free” goods ; i.e. goods not subject to import duty. 
(2) Dutiable goods; 

and the procedure varies with each class. 


Forms to be Used 


The special forms required are obtainable from all commercial 
stationers. For free goods Form No. 23 (Sale) is required, to be completed 
in some ports in triplicate, and in others only in duplicate. Dutiable 
goods have to be entered on Form No. 22 (Sale) to be completed always 
in duplicate. 











Information to be Given 
In every case the following particulars have to be inserted on the 
forms — 
(1) Port of arrival. 2 
(2) The “ Station,” that is, the deck or wharf at which the vessel 
is unloading. 
TE 
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(3) The name of the vessel carrying the goods and date of her report 
at the Custom House. 

(4) The port from which the vessel has arrived. 

(5) A full description of the goods, their net weight, or unit of quantity, 
their c.if. (cost, insurance, and freight) value; or, when sent on 
consignment, the latest sale value. 


How to Ascertain Particulars Required 
The station at which the vessel is lying is ascertainable from her owners 
or brokers, or from the dock or port authority. 

The name of thé vessel carrying the goods is always shown on the 
Bill of Lading, and in many cases on the shipper’s invoice. 

The date of report can be learnt from the ship’s owners or brokers, 
from a Register kept at the Custom House, or from the Customs Bill 
of Entry. 

The port from which. the vessel has arrived is disclosed by the Bill of 
Lading, and in some cases the weight and the value of the goods also. 
Should the latter details not be shown on the Bill of Lading they can, 
of course, always be ascertained from the shipper’s invoice. 

All goods have to be described in accordance with the Official Import 
List procurable from most commercial and legal stationers, or from 
H.M. Stationery Office, Imperial House, Kingsway, W.C.2, price Is. In 
order to ensure correct registration of all articles under their proper 
headings, the trade names must always be given, as well as the descrip- 
tions required by the Import List. Where a denomination of quantity 
is shown in the Import List, that denomination only ts to be used. Where 
no denomination is shown, the value only is required. For instance, the 
descriptions required for rubber manufactures, as set out in the Import 
List are as follows— 


Group (S).—RUBBER MANUFACTURES. 


Rubber, in sheets, threads, etc. . g 3 ; . Ton 
Piping and tubing of rubber or rubber and other materials. Ton 
Rubber boots and shoes . . . ; . : . Doz. pr 
Rubber heels and soles . 3 ; 3 ; ; . Ton 


Rubber tyres and tubes— 
Pneumatic Outer Covers— 


Motor car ; . . . f . . . No. 
Motor cycle . : . $ . . x . No. 
Cycle . . : % $ . . . . No. 
Inner tubes : 3 P . . , . . No. 
Solid Tyres . `. . : . : ; . . No. 
Golf, tennis, and other rubber balls . ; 7 g . Value 
Toys, wholly or mainly of rubber Ž . A : : . Value 
Rubber manufactures not elsewhere specified . . . Value 


The Import List also shows “which goods are subject to duty and 
which are not. f 
; ! i é 
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No. 23 (Sale) ENTRY FOR FREE GOODS Collector’s No. and Date 
È E D A E AE S 
H.M. CUSTOMS 
AND EXCISE 





Dock or Station a.. osese ccceevcesseseecesceuee 


Rotation| Date of 
No. | Report. 





This space is for the 
use of the Officers of 
Customs and Excise. 


Importer’s Name 
and Address 






Ship’s Name. Port or Place of Ship- 


ment of Goods. 






Marks |No. of Packages and Descrip- Name of 
and [tion of Goods, in accordance Quantity Value* | Place whence 
Nos. with the Official Import £ Goods 

List. Consigned. 

















I enter the above Goods as free of Duty, and declare the above 
to be true. 
Dated this....... 00.0... day of... IO... (Signed) on. 
Importer or his Agent. 
* (1) In fe case of goods which invoiced at a quoted price, the value to be stated in the Customs Entry should 


be the primes cost with the freight and insurance a ( cif" yau. 
(2) When the goods are consigned for sale, the value to be given should be latest sale value of such goods. 


ENTRY FOR HOME USE EX-SHIP No. 22 (SALE) 


Port of . 
Levees Importation Yous sat Dock or Staion. 
AND EXCISE Name and Address of } 
Merchant paying the Duty 
(If Post) Prime Entry No................ ated isi ccses mnn apas 









destination of United | Number of | Packages, and 
Marks and | Kingdom for Un- sat of Gonda ia Eto. 


Numbers. | manufactured To- 
bacco and Spirits | 22% with e oioal Import 


y. 

















Total amount of Duty payable on this Entry 


I declare the above particulars to be true. 
Collector’s No. and Date. 





Date... setussestesssecsesee LQ... Importer or kis Agent. 


* Nore— The, place wenos the goods were consigned ls not necessarily the piaco 
Grigio, but it isthe plaoe trom which the goods were procured by the 
Le. the place of last 
(1) In the case of goods which are invoiced at a quoted price, the value to be 
tated in the Customs. Entry abould be the prime cogt with the freight 
3 and insurance added (“a iE" value). 
(2) When the goods are consigned for sale, the value tœbe given should be 
the latest sale value of such goods. 
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How to Complete ‘‘ Free” Entry Form 

On referring to the illustration given of this form on page 61, 
will be noticed that space is provided for— 

(1) The name of the master of the vessel. 

(2) The ship’s rotation number. 

Though their insertion is not essential in sorhe ports, it is desirable that 
the rotation number be given, as many dock and port authorities register 
and file all papers connected with a steamer under this number—the 
Customs authorities always. 

The rotation number is a reference number allotted to each vessel 
at the time of report at the Custom House, and is ascertainable from a 
register usually kept at the Report Seat in the Custom House, or from 
the Customs Bill of Entry (Bill A), published daily under the authority 
of the Commissioners of His Majesty’s Customs and Excise, and printed 
by Messrs. C. Vernon & Sons, Ltd., 82-3 Lower Thames Street, E.C.3. 

This journal giyes, besides rotation numbers and reporting dates, 
particulars of cargo of ships reporting in London and at the principal 
out-ports. 

When completed the forms have to be presented at the Free Entry 
Seat at the Custom House. If correctly made out one copy is returned 
initialed and stamped by the Customs’ Officef. Of the remaining 
copies, one is retained for statistical use and the other forwarded to the 
place where the goods are lying for the purpose of comparing the details 
set out with the goods. If the goods, on examination by the Customs 
officer at the dock or warehouse, agree with the particulars given on the 
entry, and if the officer is satisfied that the goods are not dutiable, same 
are “cleared” and are then, as far as the Customs authorities are 
concerned, ready for delivery. 


Passing Entry does not “ Clear’’ Goods 

It is frequently supposed that directly entries have been passed at 
the Custom House the goods are ready for collection. This, however, 
is not so, as many an account for lost journeys to the docks has proved, 
owing to orders for collection having been issued before it has been 
ascertained that the goods have been examined and actually “ cleared ” 
by the Customs officer. 

The copy of the entry retained by the Customs authorities for dispatch 
to the place where the goods are lying may not reach its destination 
until the day after having been passed, and in the case of a large dock 
or wharf, the Customs officers go the rounds of the warehouses in rotation, 
examining those goods for which entries have been received. They do 
not examine as the entries come to hand. The best way to overcome the 
difficulty is to forward the third gopy of the entry to the place where 
the goods are lying, together with instructions to the warehouse-keeper 

* 62 
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No. 107 (Sale) 
[REVISED EDITION] 


ENTRY FOR HOME USE EX-SHIP OF GOODS LIABLE TO 
AD VALOREM OR KEY INDUSTRY DUTIES 











eh Priania DOGR OY SEAWHOM ienesis pariri nin Collector's No. 
Name and Address and Date. 
Name and Address of } 
Merchant aying the Duty ` sees teen ever ene sete tereeeeeeees 
Name Address 
(If Post) Prime Entry No... . dated... sass 19... 


Tra 













Ship’s Name. Port or Place of Shipment of Goods. 



















































Amount of duty 
(a) Quantity in words and Descri: payable. 
Oaa Inaport List AdS MoE Br 
a | eect one E ere Sea eae 
acco. co e 
Numbers. | Packages. | Schedule to the  Safeguardin Giay) | Key 
Industries Act, 1921, and the (e) [Indus 
of Trade Lists issued under the Act. Duty ( 
£s a) fad] £s 
aie jie) | es a ae alee 
— 
Total amount of Duty payable on this Entry .... nap, of | 
DECLARATION as to Quantity, Desoription, Value and other particulars. 
gene Sa of Importer I (4)... weve OF8,,, 
ant (g) of Business. do hereby declare that I am the’. Importer or “duly ‘authorised “Agent 
"ee pelete the words Of. .. „who is the Importer of the goods contained 


in this bill of entry and that I enter the goods therein stated as goods 
(4) Money in words Charged at value at the sum oft 
t length. and I further declare that the quantity, ‘description, "value, ‘and other 
particulars above stated are true. 


Dated this... day Of ccs sees crease 192... 
Declared in my presence, (Signed) ioiii nesi 
y 7 Importer or Agent O 
“Collector o or y Oficer o Custos and Excise. 





Notica.—Under section 168 of the Custams Consolidation A sed 1876, and section 16 of the Fmance (No. 2) Act, 
1915, elpa peneity is Incurred by any person who makes and su or causes to be made and subscribed any false 
in any matter relating to the Customs. 


For Notzs (a) To (g) suu Foor or NEXT PAGE. 
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to advise those interested, by telephone or other means, immediately 
the goods are “ cleared.” 


How to Enter Dutiable Goods 


It is amazing what vague ideas prevail as to which goods are subject 
to duty. In pursuance of a Free Trade policy duties have been levied 
on commodities considered luxuries, such as tea, coffee, etc., although 
what were originally luxuries have now developed into necessities. It 
must be admitted, however, that recent legislation tends to jeopardise 
our position as a Free Trade country. 

The procedure adopted in the case of dutiable goods is similar to that 
for free goods, except that the amount of duty payable has to be inserted 
in the forms before they are presented at the Custom House. Entries 
for this class of goods are taken to the Prime Teller’s Seat in the Custom 
House and duty has to be paid before the same will be passed. When 
paying duty, a schedule, similar to a bank paying-in slip, has to be 
attached to the entries. These are obtainable from the Custom House. 


Manner of Payment 

It should be noted that the Customs authorities will not accept an 
ordinary cheque in payment of duty unless same bears the following 
words signed by the manager of the bank on whom the cheque is drawn— 
“Good for {—-s. -d.” The better way is either to pay in cash or to 
obtain a Customs Transfer from a bank. A receipt for duties paid is 
not given unless specially asked for. 


New Measure During the War 

During 1915 a measure was passed imposing an ad valorem duty of 
334 per cent on certain goods, the chief of which are any articles 
intended for use as parts of, or accessories to, motor cars, motor cycles, 
or musical instruments, or as parts of clocks or watches. These goods 





(a) The ads name of a Arles Table fo Koy Industry Duty under the Safeguarding of Tudus oved on the 
Official Import List. Articles liable to Industry Duty under tho Act, Bese) 
must also be described in accordance Schedule to the Act and the Board 
the Act. woes invoice giving qintis of tas poets of cach a a he peesceted with Nip SES 
If the voice to be re him, be must uce a te copy for retention 
by the Officer of Customs and Excise, te values must be given for each descnption of goods. 

(b) The consignor is the last owner of the g at the place from they were procured; and the importer 

person by whom they were so procured from the cons: 


the 

{c) The place whence the goods were consigned is not necessaril raa A tdi eae 
the goods were procured by the importer, Le. the place of last ownership. 

(d) In the case of all goods, whe in ged af a quoted price or not, the value required to be stated in this en 
is the price which an importer would give for the article if the article were delivered freight and insurance 


in:bond at the pòrt of importation. 

(s) The column “ Specific Duty ” is only to be used in the case of articles liable to Key Industry Du which 
ass of pooda a E i of a Date alo Tin Stato de spirit. It is not to be in the 
case of goods an ad valorem Duty alone. EY incusties Act, 1821, provides 

Coston D + Duties (not being duties she anger under Act) are chargeable, 

Bet to be charged updo the amount (if any) b; which it exerede the ether Duties, 

a Bey Industry Du eke iE eto e same form with articles to be charged 
ce (No. 

Feet ool Nee ec 
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- must .be entered on Form 107 (Sale)—Entry for ad valorem duties. 
Similar articles not intended for such use must be entered on a special 
form—Form 111 (Sale). An illustration of Form 107 appears on 
page 63. 


Ad Valorem Duties Procedure 

Entry for goods liable to ad valorem duties must be made on Form 107 
(Sale) in duplicate, unless the goods are to be warehoused in an approved 
bonded warehouse. The entry includes a declaration of the true value 
of the goods, which is defined as the price which would be paid on a 
bona-fide purchase at the ship’s side in this country. It covers all profits 
and charges accruing up to that state in the history of the goods, including 
cost of packing and packing cases, freight, insurance both against war and 
marine risks, and all profits which will ultimately reach the foreign 
exporter. 

This declaration must be made and signed in the presence of an officer 
of H.M. Customs and Excise, either by the importer himself, or by an 
agent whom he may appoint to do so on his behalf. In the latter case 
the agent must produce the written authority of the importer on whose 
behalf he claims to act. The authorisation of an agent should be in 
the following form— 


TOL WE) asane hereby appoint.......ncncesesctnenes to be 
an agent for the purpose of making entry with the Customs of all goods 
imported by ms (or nb} and authorise the Said...u.....o eases eseeenees to declare 


on my (or our) behalf, the value, description, quantity, and other particulars 
relating to such importations. 


If the authorisation is limited to a specified importation, the number 
and marks of the cases and the name of the importing vessel should be 
stated. The authorisation must be signed by the importer himself, 
in the case of a firm by a partner, and in the case of a limited liability 
company it must be given under the seal of the company. 

The original invoices must in all cases be produced with the entry, 
as well as any supplementary invoices for carriage, insurance, and any 
other charges. If the importer desires to retain the original invoice 
he should produce with it a copy, which, after being certified to be a 
true copy, will be retained for official purposes in lieu of the original. 
Bills of Lading, Freight Notes, Waybills, or other documents must be 
produced to prove the charge for freight, which includes foreign inland 
freight. Cover notes, receipts for premiums, insurance certificates, or 
equivalent documents must also be produced as evidence of the cost of 
insurance when effected by the consignee. 

The value to be charged with duty must be declared in terms of 
British currency. Invoices in foreign cyrrencies must be converted to 
sterling at the rate of exchange quoted in The Times on the day the 
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importing vessel reported at the Custom House. When two rates are 
quoted the higher should be used, e.g.— 


“TIMES ” 15th December, 1921. 
PARIS. 5150—5235 Fr. 
The rate to be used here is Fr. 52:35. 


Entries for this class of goods, when completed, have to be taken to 
the ad valorem Seat in the Custom House, where they will be examined 
by an officer of H.M. Customs, who, if satisfied with the particulars 
given, will initial the entries. - When initialed they have to be taken 
to the Prime Teller’s Seat and the duty paid in a similar manner as that 
in the case of entries for dutiable goods. 


German Reparation (Recovery) Act, 1921 

In some quarters confidence is still maintained that this measure will 
be a temporary one only. In any case its operation has been recently 
explained in this journal (see issues for June and November, 1921), and 
there is no valid reason for repeating here the information therein 
contained. 

‘With the aid of the preceding details, and armed with an Import 
List, it is felt that those to whom Customs entries have beén a “ night- 
mare” will in the future be able to pass their entries without either 
loss of temper or time. 


* t * 


An Industrial Parliament to Regulate Wages 


J5 an impressive article contributed to the Financial News, Mr. N. Gratton 
Doyle, M.P. for Newcastle North, strongly urges that the hour is ripe for the 
setting up of an Industrial Parliament. There is vital need for a sound wages 
policy, and this, he contends, is emphatically work for an Industrial Parliament. 
Wage adjustments which have been the cause of the bitterest industrial disputes 
of the past will no doubt cause many more if machinery is not set up for dealing 
adequately with the wages problem. He points out that wages are still regulated 
largely on the fallacious “ cost of living” basis. This is particularly noticeable 
in the transport services. While wholesale prices of imported foodstuffs have 
fallen enormously during the past twelve months, transport charges are still main- 
tained at inflated rate$ which are almost all due to high wage standards. Small 
wonder that the Miners’ Federation have called for a Government inquiry into the 
whole wages question! With areal national policy in being, there would not only 
be fewer disputes between employers and employed, but less of that inequality in 
wages as between worker and worker, which is the cause of so much jealousy and 
unhealthy dissatisfaction to-day. 





Great appreciation has been expressed by our readers of the highly ingenious suggestions 
made in this novel series. 
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Some Undeveloped Fields for Improvement 
By P. T. LLOYD 
(Continued from page 501, Vol: V) 


IV. THE SERIAL NUMBER—ITS VALUE FOR RECORD 
PURPOSES 


The Functions of the Serial Number 


a primarily by number rather than by name is a good working 

Tule,-for a number is complete in itself, but a name often has to be 
combined with some other factor, such as an address, before identification 
is assured and, even so, may fail to distinguish between members of 
a family residing at the same address. It may also be regarded as 
axiomatic that, as a safeguard against duplication, lack of continuity, 
omission, or falsification, a printed and not a written or rotary stamp 
number should be used for all documents representing value; with 
various forms of lesser importance the revolving barrel of the printing 
machine is also, in the long run, more reliable and economical than any 
hand process for inserting the consecutive numbers. 

It will be convenient to summarise the more general functions of 
serial or progressive numbers, which are as follows— 

(a) The arrangement or record of documents in sequential order 
before issue and a re-arrangement on the same basis after payment or 
some other function has been effected. This is the most common method 
of using the serial number, i.e. for locating the individual item or for 
general reference purposes. l 

(b) The pairing of like numbers for clearance or to establish authenticity. 

(c) The grouping or classification of like units under the same (or 
code) number. 

(d) A means of cross reference when originals are arranged in serial 
order and one or more counterfoils in some other order. 

This analysis may be regarded merely as elementary knowledge, but, 
as seen with dual function records, a combination of elementals will 
often solve a difficulty ; and the facilities given above are not all being 
overworked. 


The Serial Number in Use 
In the case of sheets of detachable tickets or coupons, where the 
coupons carry a regular progression of dates and are numbered in series 
(i.e. where each coupon on the sheet does a bear the same serial 
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number), it is not always realised that, given the number, the date is 
also ascertainable; in combination with the cypher letter usually 
employed, a serial number alone is therefore capable of showing the 
nature of the document, the date of issue, to whom issued, and the date 
` when payment is due. 

For recording or selecting books of numbered forms, the handling 
of any considerable bulk of books is materially assisted by cutting a 
slot in the cover to expose the serial number of the counterfoil for the 
first form. 

When several agencies or branches are receiving payments, e.g. 
deposits, from persons holding a numbered card or book, where a wide 
range of numbers is covered in all, the schedule, for transmission to 
headquarters, on which the transactions are recorded might take the 
following form— 

RECORD OF DEPOSITS 


Weston-super-Mare Branch. 
DAG ec ceecessesesesesseeeseeer sare eeee LIA: : Code No. 2846. 






































Fie. 15. 


By this means the entries for depositors undergo a preliminary 
sorting which greatly simplifies the posting of ledgers at headquarters. 
On being supplied with a batch of schedules, each ledger clerk would 
glance only at the position occupied by the cypher letter allotted to him 
and, after posting his particular items, would interchange batches of 
schedules with other clerks until all the entries had been extracted. 
The ruling of the number column,corresponds to the vertical-alphabetical 
system and also assists in the work of selection, the digit representing 
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hundreds of thousands or tens of thousands, according to the magni- 
tude of the number in use, governing the position of the entry. A code 
number for the agency obviates the writing, against each deposit, of a 
full title for the office of receipt. 

Instant reference to a consecutive number, where a permanent record 
of this nature is maintained in a book, can be obtained by a system of 
indexing with cut edges and parchment tabs as illustrated below— 





100,100 


100,150 
100,200 
100,250 
100,300 


100,350 








100,400 





Fic. 16. 


To facilitate selection, alternate numbers both on edges and tabs 
would be shown in red (as indicated by italics), the number on the tab 
being repeated also on its reverse side. A tab is affixed to the ter- 
minating page for each set of indices, and reference through the book 
in a forward or backward direction is thus possible. 

If numbered forms are being cleared against a book record arranged 
in consecutive order, any form can be traced subsequently, without 
troubling to arrange them in sequence under their existing numbers, 
by the following system. Two clerks are supplied with rotary stamps, 
each stamp acting in unison with the other. Clerk No. 1 calls out 
the number of the form before him and then stamps the document with 
a new number “ 235.” Clerk No. 2 turns to the original number of the 
form in the book record and impresses ‘‘ 235” at the side of it. The 
forms are thus arranged automatically in consecutive order, and the 
position of a form under the new numbering can be obtained at once 
by referring to the primary record of sequence. 


A Central Control for Circulating Correspondence 
The combination of elementals for, extending the functions of the 
serial number was suggested above; tyansferring this general statement 
to the more interesting stage of a particular example, an illustration 
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will be given of a dual yet connected system of numbering which may 
prove of value to the filing department. 

The central filing system is usually accepted as tending towards a 
better co-ordination of executive functions than a water-tight filing 
section maintained by each department ; all papers relating to the same 
subject are brought together into one folder, and every employee can, 
without waste of energy, gather the information he requires from the 
one department to which this work has been assigned. True as this may 


f No. of Holder.cd.Ausingiiditcectesun: 10) B. 2011 
| Name or Subject n.se | 


| Mr. Kerridge 
; Trafic Dept. 
i Date 9 Nov., 


: To 
THE FILING DEPARTMENT 


! (1) Please return to file 
i (2) Please forward to— 





Fic. 17. 


' be when operating in an inward direction, there are certain defects 
when the system is working in an outward direction; if the vertical 
principle of filing has been adopted, a note on the “out” card that 
department “ A ” has withdrawn a folder is effective enough so long as 
the folder remains in that department, but an urgent demand for the 
folder by one of the principals is apt to prove troublesome when it has, 
in the meantime, been passed from department “ A” to a succession 

_ of other departments. The name or number of the folder may, on 
receipt and dispatch, have been recorded by each department in turn, 
but this involves the delay of traging the number from point to point 
until it is finally located. Transfers vta the filing department would lead 
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to serious waste of time and labour, while the system of sendinga separate 
note to record each movement, although excellent in theory, soon breaks 
down in practical working. Effective machinery for meeting these 
difficulties, and reducing to a minimum the element of uncertainty ever 
present with the human factor, is provided by the form shown in Fig. 17. 
A series of detachable tickets or counterfoils are provided at the sides 
of the form, each ticket bearing two numbers, the first representing the 
serial number of the form itself (repeated on each ticket) and the second 
indicating the order in which the tickets should be used. When applica- 
tion is made for a folder it is enclosed in an envelope (which can be 
used until worn out), and the circulation form attached, by means of 
a line of gum at top and bottom of its undetachable portion, to the face 


TRANSFER RECORD 



























Serial | No. or Ticket Numbers. 
No. o Name j 
Circula- of 
tion Folder. 6 7 8 
Form. 
































Fic. 18 


of the envelope, the first ticket being addressed to the person or depart- 
ment requiring the folder. On arrival at its destination, the receiving 
clerk detaches the ticket and returns it, with any others in hand, to the 
filing department. Tickets would be forwarded at regular intervals 
throughout the day, according to the number of folders normally received, 
a returnable envelope being used for the purpose. When a folder is 
passed to another department the address is entered on the next ticket 
available, and no other medium for addressing should be recognised. The 
tickets therefore act, in the first place, as address labels for circulating 
folders from one department to another, and even if the actual convey- 
ance is carried out by a principal when making a visit to another depart- 
ment, he should maintain the working of the ye by detaching the 
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relative ticket and handing it to the clerk responsible, who could, if 
necessary, insert the particulars of transfer before returning it to the 
filing department. 

So far as movement from point to point is concerned, the staff are 
not called upon to memorise any elaborate rules—they simply use the 
circulation form instead of the surface of the covering envelope—and no 
great strain is imposed on the clerk who tears off and forwards the tickets. 
The work in the filing department would also be simple in character. 
The “out” card substituted for the folder is noted with the serial 
number of the circulation form and a consecutive record of these numbers 
is kept in a book ruled as shown in Fig. 18 overleaf. 

The return of the ticket (in its secondary function of a recording 
medium) from the Traffic Department confirms the safe arrival of the 
folder, and further journeys are recorded under the respective numbers 
of tickets subsequently received. Should the full complement of tickets 
become exhausted Hoe every department interested in the subject 
has consulted the folder, or outstanding inquiries be satisfied before 
that stage is reached, the correspondence is returned, under directions 
given in the centre of the circulation form, to the filing department, 
where the folder is, if necessary, re-issued under a new circulation 
number. s 

With a system working on these lines the location of any unit of corre- 
spondence or papers removed from the file can be ascertained within . 
a few moments and, in cases of urgency, direct application made by 
telephone to the present holder. A periodical examination of the 
transfer record also reveals any undue retention of a set of papers, 
while any gaps between the ticket numbers draws attention to the 
failure of the receiving clerk in carrying out his duties. A good filing 
system contributes largely towards the efficiency of the office; a sure 
method of keeping in touch with the file units, which must inevitably 
be removed at times, adds to that efficiency. 


(To be continued.) 











The success of the Multiple Shop Company is a striking development of modern 
trading, and this able article will therefore be of very wide interest. 


The Multiple Shop Company 


Office Organisation and General Management 
By Victor G. WINSLET, A.S.A.A. 
(Continued from page 518, Vol. V) 


PEDE Y on receipt of the Weekly Cash Accounts, these should be 

checked with banks lips and receipts sent, additions being also checked. 
The particulars should then be entered into a columnar book, headed as 
follows : cash drawn, wages including commission, expenses, cash banked, 
and discount Separate books should be used for branches open in 
Scotland, England, and Ireland. These books should be added and 
balanced each week. The totals of the wages, expenses, and cash banked 
columns should equal the cash drawn column. Discounts are not taken 
into account here, only when considering branch stocks. To facilitate 
matters, and provide the directors with a bird’s eye view of the weekly 
trade, it is advisable to have sheets prepared having the branch number 
and address printed thereon, showing the weekly drawings to nearest 
pound in one column, and in another the increase, if any, over the amount 
drawn during the preceding week, or if preferred, during the corresponding 
week of the previous year, while the outer column can record the decrease 
where necessary. Where values are steady this sheet is of great assistance, 
but in these times allowance must be made for the fall in prices, otherwise 
the results may be misleading. Where possible, turnover may be stated 
in pairs, or units, in preference to cash, according to the nature of the 
article sold, and the desire of the directors, but much depends on the 
nature of the business as to whether this is feasible. 

Where considered of value two additional columns may be added, 
one showing the cost of each branch per week for rent and taxes, and the 
other the cost in wages, preferably to nearest 5s. Particulars of wages 
can be obtained each week from the Cash Accounts, but rent, etc., being 
a more stable item, can be worked out, say, each half-year. In addition 
this section can work out, when required, the cost per pound of turnover 
for wages, expenses, and discounts for each branch. These results afford 
valuable information from time to time and enables a firm grip to be 
kept on the turnover and expense of running each individual branch. 
To prevent unduly detailed posting the particulars entered week by week 
in the Shops Drawings and Expenses Book should be copied on to suitable 
sheets and balanced every four weeks ; the total of the first four weeks 
being carried forward, and the individual totals of the fifth, sixth, seventh, 
and eighth being added thereto, and sq on each four weeks until we reach 
the twentieth. The figures for the following six weeks can be added, 
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to the twentieth week total and so reach the end of the half-year. The 
four weekly totals when balanced should be entered in red ink in the 
Shops Drawings and Expenses Book for reference, and when the full 
twenty-six weeks’ totals are ready these, after insertion, should then be 
posted to the Shops Ledgers. 


Shop Expenses and General Accounting 

This section should have charge of the General Cash Book, Petty Cash 
Book, Nominal Ledger, and Shops Ledgers. Dealing first with the 
Shops Ledgers, the particulars as to drawings, wages, expenses, discount, 
etc., will be obtained from the Shops Drawings and Expenses Book, and 
stock supplied from the Warehouse Sales Book ; all other expenses paid 
will be posted from the General Cash Book, when paid by cheque, or Petty 
Cash Book when a cash payment. A Trial Balance of these Ledgers 
should, of course, be prepared each half-year, and balanced with the 
balance shown on the Shops Ledger Adjustment Account in the Nominal 
Ledger. Two accounts require to be opened for each branch, one for 
stock, goods supplied, returns, sales, discount, and the other for expenses. 

. The General Cash Book should record all payments made by cheque, 
whether for purchases or expenses. Suitable columns should, of course, 
be provided so as to facilitate dissection of items, and at the same time’ 
make each page self balancing. It is a matter of opinion whether in a 
multiple shop business the General Cash Book should be written up by 
one individual or whether the party drawing the cheque should enter 
up his own. 

The Petty Cash Book should be kept on the imprest system, and the 
totals posted each month. The contents of the Cash Box and all receipts 
for payments made should be checked by an independent responsible 
official at frequent, but irregular intervals. 

The Nominal Ledger should be loose leaf, and arranged in sections 
in order to facilitate reference. For example, sections could be made 
of assets; liabilities; stock, purchases, sales, wages and expenses 
accounts for each department ; inspection expenses ; advertising ; and 
a general or miscellaneous section. It should be balanced each month, 
and be under the personal charge of the head book-keeper. 

All rents, rates, and lighting accounts should be paid direct from 
head office, branches being instructed to send in all demand notes im- 
mediately on receipt. Loose leaf memo. books should be kept; a page 
for a branch, giving, in the case of rents, full particulars as to address 
of branch, name and address of landlord or agent, rental, whether payable 
quarterly or half-yearly, dates of payment, length of lease (if any), with 
note as to dates when it can be broken, and if copy lease is in possession ; 
particulars of amount, and date,of payment of plate glass and fire 
insurance premiums. 
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At the beginning of each year a diary should be written up giving the 
date when rents are due in order to ensure promptitude of payment, as 
in some cases, particularly English leases, non-payment within twenty-one 
days of due date renders the lease void. 

If the company owns any branch shops, with adjacent houses a Rent 
Received Book should then be kept to record payments of rent, etc., 
from time to time. 

Regarding rates, the receipt of demand notes with an unfailing regu- 
larity and disconcerting promptitude renders “ ticklers ” unnecessary. 
These demand notes should be checked, especially the item of rateable 
values, and comparison made with previous demands, before being passed 
for payment. The recent extensive revaluation of premises has upset 
rateable values considerably and now many multiple shop companies 
find themselves paying rates on an assessable value much in excess 
of the rental paid, due to the fixing of a figure for rent in a lease drawn 
up in the “halcyon” pre-war days. Appeals are practically useless, 
although the writer has found the overseers and assessors very considerate, 
and ready to revise figures should good reason be found. It should be 
noted that where the company effects improvements to a branch, such 
as structural alterations, e.g. new front, an imcreased assessment -is 
levied in most cases, provided the landlord has not raised the rental 
following upon such improvements. 

Considerable expense is incurred in the lighting of branches, and it is 
advisable to keep records for each branch of all gas and electricity con- 
sumpts from time to time, note being made of period covered, number of 
cubic feet or units, and rate per 1,000 cubic feet or unit. Comparisons are 
valuable here, and checks can be placed on extravagant window lighting. 

All payments made for rent, rates, taxes, and lighting, as well as 
repairing and painting accounts, when passed for payment by a competent 
authority should be entered in the appropriate column in the General 
Cash Book and thence posted to the debit of the appropriate branch 
account in the Shops Ledgers. 

In connection with the branches, it is of much use and interest to 
prepare from the Shops Ledgers a statement half-yearly, in columnar 
form if desired, showing the total turnover, wages, expenses, rent, rates, 
and discounts, and by the addition of opening and closing stocks, and 
total goods received, less credits, to arrive at the approximate profit 
made or loss incurred in the working of each branch. If desired, a sum 
might be added, according to, say, branch turnover, to cover head office 
and administrative expenses. 


Interlocking Mechanism in Accounts 
This ‘exhausts the principal divisions, of the office staff, and outlines 
a scheme of organisation which has proved effective in several large 
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multiple shop companies. It is now proposed to show briefly the method 
of interlocking in operation, in order to prevent loop-holes for errors 
arising in the work of the office. 

The preparation of Trial Balances at regular intervals proves the 
accuracy of the Purchase Ledgers, Shops Ledgers, and Nominal or 
General Ledger. The total cash banked as shown in the Shops Drawings 
and Expenses Books must each week agree with the total shown in a 
statement prepared from the Bank Books by an independent official. 
As already remarked all payments into bank can be traced by the dupli- 
cate bank slips, and to facilitate matters each week bears a number 
which is placed against every amount lodged in bank pertaining to the 
week in question. Week No. 1 commences a half-year, while Week No. 
26 ends it. Thus it is easy to locate amounts and balance each week. 
Cheque counterfoils are compared with amount entered in Cash Book, 
and as soon as cheques are presented, the corners should be turned down, 
and ticks placed against the amounts in Bank Book. All counterfoil 
corners still upturned represent cheques unpresented, and should be 
watched carefully, as any long delay in presentation may be due to the 
non-arrival of cheques, or simply dilatoriness on the part of the recipients. 
Bank Accounts should be balanced at least every four weeks. 

The totals of goods sent out weekly to branches by each department 
should correspond with the totals shown in the Ledgers kept by the 
invoicing section, also totals in Warehouse Sales Book, and again should 
balance with the weekly totals charged by the Stock Account department 
in the weekly stock slip, while all credits to branches should correspond 
with debits to departments. Reconciliation should be weekly, so as to 
prevent errors having to be traced over a lengthy period. 

It is almost superfluous to say that Burroughs Adding Machines are 

. invaluable, while a cheque writing machine is indispensable, as also are 
‘stamping machines for postage stamps as well as for National Health 
and Unemployment Stamps in order to facilitate the office routine, and 
enable the work to be kept thoroughly up to date from week to week. 


The Management of Branches 

We will now leave the office atmosphere and deal briefly with a few 
aspects relating to the branches and their management. 

Too much care cannot be given to the selection of sites for new 
branches. As is only too well known it is often easier to go into a town 
and open a branch than to get out afterwards. Some companies limit 
opening branches to towns of, say, 20,000 inhabitants and over. A 
great deal depends on the nature of the goods to be sold, as to size of 
town, and also locality to be chosen; special attention should be paid 
to nearness to busy centres, such, as a railway station, tram stop ; which 
side of the street is the best ; are there many shops engaged in the same 
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trade in the street, and do they appear to be prosperous or otherwise 
Occasionally a “ going ” business is offered for sale, but before acquiring 
it the most exhaustive inquiries should be made in order to ascertain in 
which way the business is “ going.” 


Staff Selection and Control 


The selection of staff is highly important, and the greatest care must 
be exercised here, as after all is said and done, however excellent your 
goods, and no matter how attractive your branches may appear, should 
your assistants be the wrong type, you are doomed to see decreasing 
returns each week. Many worthy people refuse to patronise shops 
where the person in charge is not the proprietor, as they contend that the 
“personal touch ” is lost in our multiple shops. Doubtless, a good 
deal of truth does unfortunately lie in this statement, despite payment on 
a commission basis, and it is up to our multiple shop company executives 
to endeavour to infuse genuine enthusiasm for the welfare of patrons and 
business alike into the assistants behind the counter. Wages should be 
paid weekly, and it is also desirable that commission on sales be also paid 
weekly, as it brings home the benefit of increasing sales to the assistants. 

To provide effective control, it is essential to engage suitable well- 
trained men as district managers. Each should have under his entire 
charge the shops in a particular district or area, and he should pay frequent 
but irregular visits to each. Briefly he should be responsible for the 
engagement and dismissal of the assistants, stocktaking, checking 
accounts, authorising repairs, criticising window-dressing, and assisting 
wherever and whenever necessary. He should watch competitors’ 
windows, and keep the buying section well posted as to present popular 
demands, and possible future requirements, and aid in every possible 
manner the prosperity of his firm’s branches. In addition to his salary, 
it is an incentive to pay each a bonus half-yearly based on the estimated 
net profit of the branches in his district, as shown by the Shop Statement. 


The Question of Shortages 

All Stocktaking Reports should be sent direct to head office by the 
district managers, and after satisfaction has been given that the figures 
are correct, a note should be placed in Stock Book Records of date and 
result of each such stocktaking. Here we encounter trouble; if the 
stock comes out “over” all is well, but if ‘‘short’’ someone has of 
necessity to pay up; but allowance must be made for unavoidable 
losses, such as loss in weighing, cutting up, deterioration, and special 
discounts. 

Two methods are in force relating tp the question of branch stock 
shortages ; first, the manager or manageress deposits a sum as security 
against short stocks, interest at an agreed rate being paid half-yearly 
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by the company on these sums. Any shortages arising from time to 
time can be made good out of these deposits. The company, however, 
stands to lose, as, if the shortage is large, the security deposited is of 
little value, and Court proceedings are sometimes undesirable and often 
inexpedient, while the employees often experience a real difficulty in 
depositing the sum required on commencing duty, and have often to 
forfeit future commission towards this deposit. A much better and in 
the long run an inexpensive plan is to insure the various managers and 
manageresses against this evil with some good guarantee society. The 
amount to be insured can be determined by the value of the stock under 
his or her charge. Most guarantee societies ask the company to bear the 
first few pounds of stock short, and anything above this is borne by them. 
Full inquiries are made by the guarantee society as to the present em- 
ployees, and also those employed from time to time before it accepts 
responsibility for any particular individual. It is almost unnecessary 
to add that all goods sent from the warehouse to branches should be at 
selling prices only. Stocktaking should preferably be conducted by two 
persons independent of the shop assistants. 

District managers should initial Cash Returns at branch when visiting, 
and should report to a responsible chief at the head office full particulars 
of branches visited each week, condition of shop, trade in the district, 
suggestions or other remarks, and a draft programme for the following 
week. 


Multiple Shop Advertising 


This article would be incomplete without reference being made to 
that valuable adjunct of modern business getting, namely, advertising. 
It is essential to have a plan of campaign mapped out at headquarters, 
and that branch managers be prohibited from inserting small advertise- 
ments in local papers or magazines on their own initiative. To be 
effective control must be centralised, and the advertising conducted on 
broad, sound, and uniform principles. A good poster display at chief 
railway stations, and on prominent hoardings is usually money well 
spent, while the insertion from time to time of judiciously worded and 
attractive ads. of moderate dimensions in local newspapers frequently 
gives a fillip to trade. 


Staff Incentives ‘ 


As the oncost charges of a multiple shop company are heavy, rent, 
rates, and wages to a certain extent being continuous, so to speak, it is 
most essential that every endeavour be made by those responsible for 
buying to see that the shops are given every chance to be in a position to 
compete successfully with others in the same trade, and so endeavour to 
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secure a turnover which will yield a profit sufficient to meet all oncost 
charges and leave something over for the shareholders. 

The inauguration of window-dressing and stock turnover competitions 
are often productive of much good, and the incentive to assistants to win 
a prize may indirectly attract customers to the shop by the smart window 
display or attractive manner of the assistants. It is not sufficient to 
make a sale, but to endeavour to also lay the foundation of making a 
re-sale. Managers and manageresses should be encouraged to offer 
suggestions for improvement in any shape or form. To ensure, good 
results the utmost co-operation is required between the buying section, 
warehouse heads, and branch managers. Each must recognise that the 
one is dependent on the other, and that mutual helpfulness alone can 
achieve increased sales, and incidentally increased remuneration for all 
concerned. A continuous chain should exist from the managing director 
down to the thessage girl in warehouse or branch shop, and any weak 
links may cause disasters. 
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Table Talk on Business Topics 


By Dr. ELIs T. POWELL 
Formerly Editor of the “Financial News” 


PRE Lord Chancellor has been telling a City audience that he has good 

reason to believe the maintenance of our financial supremacy is 
assured. Lord Birkenhead is certainly right. In fact, there never has 
been any doubt that our financial supremacy was safe. And inasmuch 
as financial supremacy carries with it a very important influence upon 
our industrial and commercial prospects (for is not finance the economic 
mainspring ?) the whole business world may be gratified to know the 
facts. There was only one possible rival in the field, viz., the United 
States. But to begin with, our own position, almost at the centre of the 
land-surface of the globe, is a geographical asset of inestimable value. 
Above and beyond that, however, the best American critics are now 
agreed that financial supremacy is not a thing that can be created over- 
night. It is a growth which takes decades, and perhaps centuries, to 
mature. In the financial “ touch ” of the men who dominate the City 
of London there is something akin to the inbred skill of the Burgundian 
vine-dressers. It is well known that as a result of generations of work in 
the vineyards these men possess a knack of treatment which no amount 
of teaching can instil into those who are not to the manner born. The 
late Sir Joseph Lyons once told me it was the same with “ Vienna bread.” 
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You could not teach English bakers to make it. Only the imported 
artisans were equal to the task. Something of the same kind subsists 
in the City. The miraculous and almost uncanny dexterity of the Bank 
of England in dealing with emergencies and contingencies of every kind 
affords a good example of what I mean. You might establish a new 
institution with twenty times the resources of the Bank of England, 
and still it would not command anything like the prestige, nor would it 
possess the knack which the Old Lady invariably displays. Not least 
remarkable is the fact that in the worst City crisis of modern times the 
Old Lady was assisted by a Governor (Lidderdale) whose habits were 
of the simplest. After he had surmounted the threat of disaster, he’ 
bought a haddock and jumped on the twopenny bus to convey the 
succulent dainty home for tea! But I must not trespass into these fishy 
reminiscences. To return to the main point, in another hundred years 
time, perhaps, there may be some prospect of the financial dominance of 
the world being wrenched out of our hands. I say “some” prospect, 
because by that time we shall have added another century of experience 
to our possessions, and consequently perliaps it would be wiser to forecast 
a consolidation of our position rather than any weakening thereof. But, 
anyhow, our rivals will have had another ten decades of practice at the 
“touch” and doubtless they will be the more dexterous as a result 
thereof. 


The Coutts Centenary 

The topic reminds me that the dates in February included the cen- 
tenary of the death of Thomas Coutts, the banker and founder of the 
present firm of Coutts and Company, which stands, as it has stood for 
many a day, right in the front rank of British banking. Coutts was a 
character in his day, brought by his wealth and his banking connection 
into association with the greatest in the land. From the marriage of 
one of his daughters to Sir Francis Burdett sprang the late Baroness 
Burdett-Coutts, the bosom-friend of the late Queen Victoria and one 
of the “ grand old ladies” of the later Victorian era. City veterans 
still retail stories of Coutts which were current gossip in mid-Victorian 
times. Some of them have been-softened in the more or less official 
records of Coutts’s career which have made their appearance in recent 
years. In their rough original form they are much more characteristic. 
For instance, the candidature of Sir. Francis Burdett for Parliament gave 
great offence to George III and Queen Charlotte. Coutts, however, used all 
his influence to support his son-in-law, with the result that Queen Charlotte 
herself called upon him at his bank. She expressed her displeasure at 
the part he was playing in the election and told him that if he persisted 
she would have to close her accownt and withdraw her balance. 

Coutts remarked that he did not carry in his head the amount of the 
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balances of all his customers. What was the extent of Her Majesty’s 
credit in his books ? f 

The Queen replied that it was about £500, which, to her homely 
imagination, represented a very large sum of money. 

Coutts smiled good-humouredly. “If it had been half a million, 
your Majesty could have had it here and now,” he replied. And the 
Queen departed, staggered at the resources of a man who could calmly 
contemplate paying half a million at a moment’s notice. 


Clerk to Managing Director 

The recent death of Mr. S. B. Murray, one of the joint managing 
directors of the London Joint City and Midland Bank, was recorded witb 
the intimation that he owed much of his success as a banker to his know- 
ledge of law. He had, so it was said, been connected with a large firm 
of solicitors in Liverpool, and consequently brought very valuable legal 
knowledge to his financial work. I believe the fact is that the late Sir 
Edward Holden, at the very beginning of his banking career, discerned 
the importance of wide legal knowledge as part of the equipment of a 
banker. In those days he was in Manchester. He almost invariably 
managed to clear up by a quarter to four, and would then attend the 
lectures at Owens College till 6 or 7 in the evening. When he returned 
home he and his devoted wife read through one law book after another— 
leaseholds, copyholds, contracts, torts, bills, wills, and so forth—until 
both he and she had become sound lay lawyers. He would never tolerate 
that most annoying burden of the industrious man, to wit, time left 
unemployed. It is interesting in this connection to recall that the 
present holder of the title, my good friend and brother-barrister, Sir 
Harry Cassie Holden, carries on the legal tradition in addition to bearing 
his mother’s name—for she was a Miss Cassie. 


£150 to £5,000 


These legal studies opened the late Sir Edward Holden’s eyes. As 
the arena of his activities widened, he wanted more law on the premises, 
yet he could not very well have a trained solicitor in the bank (at all events 
in those early days) without antagonising the legal profession. At the 
same time he realised how much money and worry would be saved if 
Managers were constantly supervised in the matter of legal arrangements 
by people thoroughly familiar with banking law. In the end he turned 
to a legal friend who had read copyholds with him, and asked to be referred 
to a good managing clerk who would be willing to enter the bank’s per- 
manent service. The right man was found, and engaged at a salary of 
£150 per year as the first of the ultimate army of solicitor’s managing 
clerks who nowadays keep an unwavering eye upon all the multitudinous 
legal arrangements of the London Joint City and Midland Bank. Whether 
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this first managing clerk was the late Mr. Murray or not, he was thoroughly 
alive to the opportunities offered him by the change from the lawyer’s 
office to the bank. Sir Edward Holden told me across his own dinner 
table in 1918 that the managing clerk who had come into the bank’s 
service at £150 per annum was at that moment drawing a salary of £5,000 
perannum. There must be many among the junior readers of this gossip 
who can do the same thing if they like to put their backs into it— 
Provide what money and what arms you can 
Who has the gold shall never want the man. 
See that when the want arises you have the experience and capacity 
to supply it; and then your opportunities and your salary will expand, 
as did those of the managing clerks. 


Should Notes be Kept? 


I suppose it was only to be expected that a recent law case should 
start a discussion about the alleged desirability of keeping notes of all 
business interviews. In the case in question there was a great variety 
of recollection among the witnesses with regard to what actually took 
place at various interviews. People who knew little of business reality 
were swift to criticise. Yet they were like the sailor who assaulted a Jew 
as a protest against the Crucifixion, and when told that it happened 
nearly 2,000 years ago, said he had only heard of it that morning. In 
this case, however, Lord Beaverbrook has come forward to correct 
mistaken impressions and to defend the common practice among busi- 
ness men of carrying out huge transactions “ on the nod.” It would bea 
safe affirmation that transactions to the tune of many millions are 
carried out every week in the City without any memorandum whatever. 
Not only is that the case, but the bigger the transaction the less likely 
is it that any record will remain, or that any dispute will arise with regard 
to its terms. The Stock Exchange Commission of forty years ago was 
amazed to learn that disputes seldom or never occurred with regard to 
the immense volume of bargains daily executed on the Stock Exchange. 
A foreign visitor who had gained an interview with an eminent banker 
was, astonished in the middle of the discussion by the opening of the 
office door and the appearance of a head round the corner. The eyes 
belonging to the head fixed themselves in interrogative fashion upon 
the banker and the mouth uttered the word “ Half.” 

The banker nodded. 

“ Five,” said the head. 

The banker again nodded. 

“ Seven ? ” 

Once again the banker nodqed and the head disappeared. 

The banker then proceeded,to scrawl a memorandum, rung a bell, 
handed it to an attendant, and then explained to his petrified visitor 
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that he had lent half a million at 5 per cent for seven days to the owner 
of the head. It was a good example of the way business is done in a 
swift fashion which would be quite impossible if elaborate records had 
to be kept of every item of the conversation. 


Punctuation and Lying 

Indeed, it would be easy to quote a myriad instances showing how 
easily a written record can misrepresent the result of an interview or 
the facts ofa case. A schoolmaster giving his boys a lesson in punctuation 
in the presence of the illiterate mayor of the borough was annoyed by 
the latter’s observation that he “ did not bother much about commas 
and full stops.” The schoolmaster thereupon ordered one of the boys 
to write on the blackboard— 


“The Mayor of Mugby Junction says the schoolmaster is a fool.” 


The Mayor contemplated the sentence with considerable complacency, 
but his attitude changed when the schoolmaster, turning to the boy, 
said, “ Now put a comma after ‘junction’ and another after “school. 
master.’”” So much for the punctuation of the written record. As 
for witness-box recollection, there is no doubt that accuracy is stimulated 
by the acuteness of the modern judge. He no longer dozes the afternoon 
away, dexterously disguising the arousal which takes place just in time 
for the adjournment. Apologising to the County Court Judge for the 
absence of a witness, a solicitor admitted that it was due to sheer laziness. 

“ Iam sorry he is not here in the witness-box instead of lying in bed.” 

“ He had better be lying in bed than lying here,” was the sardonic 
comment of the County Court Judge. And it was as true as the similar 
observation of Carlyle, when somebody told him that Harriet Martineau 
“accepted the existence of a creator.” 

“ By gad, she’d better !” replied the sage of Chelsea. 


A Step Down 

By the way, one is astonished to find Lord Beaverbrook suggesting 
that Mr. McKenna should resign the chairmanship of the London Joint 
City and Midland Bank and return to politics. It would be interesting 
to hear Mr. McKenna’s opinions on the subject. I can hardly believe 
that he will accept Lord Beaverbrook’s advice. As the head of one of 
the greatest banks of the day, himself one of the weightiest authorities 
on everything relating to finance, holding a position of almost unexampled 
power and influence, it is incredible that he would sacrifice his career 
for the sake of returning to the cockpit of politics. And this may be 
said with all the more emphasis because while banking and business are 
rising every day in the esteem of the public, the game known as politics is re- 
garded more and more askance by all thinking people. Which reminds 
me that one of the best known of the business men of my early City days 
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(the head of a great publishing house) was in politics contemporaneously 
with John Stuart Mill, and heard him address the Westminster electors 
from the hustings in Trafalgar Square. Let the business man tell the 
story— 

“What is the name of the gentleman who is speaking ?’’ was the question 
addressed to me by a man of respectable appearance who had joined me on the 
outskirts of the throng. i 

“That is Mr. Mil,” I answered, proud of being able to point out a man of so 
much distinction. 

“©, that is Mr. Mill, responded my interlocutor, in drawling gentle tones ; 
and then, before my horrified eyes had fully realised what was happening, he drew 
a dead cat from under his coat and flung it straight at the philosopher’s head. 

How far away such things seem from the circumstances of to-day ! 
And yet, as I said, the teller of the anecdote was a familiar figure when I 
first came to the City, and I am still young enough to look out with an 
indulgent eye on life’s passing panorama. 


Is Speed Efficiency ? 

Would that kind of breathless procedure make for efficiency? I 
doubt it. But the query reminds me that in the January issue of this 
magazine I gave some hints on personal efficiency as a factor in business. 
Among them was the recommendation to take a daily course of physical 
exercises, preferably first thing in the morning. An appreciative corre- 
spondent who has read the article sends me an alternative series of 
exercises, which he thinks my readers may like to study. “Here it is— 


MORNING EXERCISES FOR THE TIRED Business Man 
Rise 7 a.m., and turn to athletics forthwith. 

Stand in the middle of room, raise arms slowly overhead, take deep breath and 
say “ Damn the Government,” lowering arms in attitude of despair. Ten times. 

Extend body flat downward on floor, cover eyes with, hands, kick heels, think 
of railway freights and weep, till dry. 

Kneel, wring hands, meditate upon bad debts and groan 150 times. 

Assume sitting position, hands on hips, sway gently to and fro, and concentrate 
thoughts on tax collectors until a generous frothing at the mouth sets in. Go 
on till exhausted. . i 

Collapse on floor. Grovel vigorously, think of the local rates and gnash teeth 
as in anger. Go on ad kbd. 


If, as seems likely at the moment of writing, a General Election is 


coming, the exercises will possess a peculiar timeliness—all the more 
so if the election is fought on a Budget issue. 
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“In fact, the cost of the book will be recovered the first time tt saves a personal call at 
a busy consular office, or prevents a mistake.” 








Reviews 
Is Trade Unionism Sound ? 


By J. H. Buntina. With Forewords by Sir PETER RYLANDS and Mr. J. R. 
OLYNES, M.P. Price 2s. 6d. London: Benn Bros., Ltd., 8 Bouverie Street, E.C.4. 

First published in June last, this arresting book now appears in a cheaper 
edition. Briefly stated, the writer’s thesis is that modern trade union policy is 
fundamentally wrong from the view-point of the general body of wage-earners, 
and he advocates the total abandonment of all restrictive measures and a return 
to a free and open competitive labour market. In such conditions he maintains 
wages would tend to rise, there would be greater production all round, and conse- 
quently more real wealth for division among all classes. His theory is that a 
policy of enlightened altruism as between employer and employee is economically 
the best for both. The theory is ingeniously argued, but in view of the absence 
of altruism from economic laws, and the rigidity with which such laws are operating 
during the present period of trade depression, it is extremely doubtful whether 
trade unionists as a body will be induced to abandon their privileges of collective 
bargaining by any such process of reasoning, however able it may be. 


Financial Review of 1921 


By J. S. M. WARD, B.A., F.S.S., and A. L. PLEASE, B.A., F.S.S. Price 1s. 6d. 
London : Federation of British Industries, 39 St. James’s Street, 8.W.1. 

This admirable record of the financial conditions and of the movement of 
exchange rates and prices during the past year makes somewhat depressing reading. 
The authors appear to over-emphasise somewhat the darker features of a situation 
which is admittedly extremely threatening, but other good judges of trade prospects 
consider that there is a light in the sky. Valuable tables and charts show the 
course of exchange fluctuations and commodity prices throughout the year, and 
there is also a tabular summary of the monthly British trade returns. 


A Study of Exchange, direct and through the Medium 
of Currency 


By SR Lancmror Hare, K.0.8.1., O.1.E. Paper, 84 pp. Price 2s. 6d. net. 
London: P. S. King & Sons, Ltd., Orchard House, Westminster. i 

The distinguished author of this interesting booklet argues forcibly that 
currency inflation is one of the root causes of trade collapse, and that only by a 
policy of steady and continuous deflation can recovery be assured. He urges 
that value must rule and not be at the sport of currency, varying automatically 
with the value of gold or, arbitrarily, at the will of the Treasury. Currency 
inflation, he maintains, is essentially undemocratic, and far more disastrous to 
the poor than to the rich, who are in a position to escape many of its evil 
consequences. 


1922-1950 A.D. 


By F. M. Lawson. Paper wrapper, crown 8vo, 98 pp. Price 1s. net. 
Published by the Author, 84 Norfolk Road, Littlehampton. ; 

In this book, which is written in a somewhat unusual style, Mr, Lawson 
attempts to show how the inefficiency which, he avers, is at present met with 
throughout the industrial world could beeremoved. The book develops the 
application of his well-known principles of light, direction, and control to the 
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solution of industrial problems. He urges that no one should be permitted to 
hold a position of responsibility unless he has undergone the necessary training 
in the practice and theory of his business. 


Factory Administration in Practice 


By W. J. Hiscox. Pp. x + 214. Price 8s. 6d. net. London: Sir Isaac 
Pitman & Sons, Ltd., 1922. 


The factory system originated in Great Britain and the development of factory 
organisation has proceeded without interruption from primitive simplicity to the 
present complex condition in which the work of large numbers of relatively unskilled 
people is combined to produce, without intermission, highly specialised products. 
Only within recent years have the broad principles underlying this development 
been deemed worthy of study and record, and this book provides a statement 
of factory administration written strictly from the point of view of actual shop 
conditions. As such it will find its place in the literature of modern management, 
and will be welcomed by those: who are directly concerned with the improvement 
of shop organisation. 

The author advocates the creation in manufacturing works of a Progress 
Department, which will act as a liaison between the commercial departments and 
the works, ensure accurate delivery promises and determine the sequence of manu- 
facturing operations so that scheduled deliveries may be maintained. This 
important step has been taken with marked success in many English works and 
the author’s recommendations regarding rate-fixing, inspection, etc., are fully in 
accordance with best modern practice. Care has to be taken that in creating a 
specialised department it is not charged with so many responsibilities as to prevent 
it discharging its primary duties effectively. This book will be of great assistance 
to those interested in factory administration, whether as managers, technologists, 
foremen, or workmen. 


Consular Requirements 


Compiled by J. S. Nowmry. (Second Edition.) Price 7s. 6d. net. London: 
Sir Issac Pitman & Sons, Lid. 

“ A long-felt want ” is the trite phrase that is bound to occur to the reader 
of this work. The truth of the comment is evidenced by the rapidity with which 
a second edition has been called for ; ‘and the compiler has taken the opportunity 
thoroughly to revise and reauthenticate the details furnished. 

ConsuJar requirements are the bugbear of the world-wide exporter. Long 
after a shipment has been safely cleared from the British port comes news of its 
detention by the foreign Customs, often. through some trifling informality which 
a little fore-knowledge would have obviated. 

The last word on the subject may never be written—changes are bound to 
occur from time to time—but Mr. Nowery’s book goes as far as may be toward 
supplying the exporter with a reliable guide. Concise information, arranged for 
rapid reference, is given of the requirements regarding consular invoices, certificates 
of origin, bills of lading, special forms of declaration and legalisation (with fees 
payable) for all parts of the world. The inclusion of up-to-date references to 
Czecho-Slovakia, Esthonia, Lithuania, and otber newly-formed States is note- 
worthy. . Forty-seven facsimile forms add to the value of the work, which is 
fittingly concluded by a handy set of kilogramme tables. 

The book should appeal to every business man who does not believe too literally 
in the time-worn tag ‘‘ experience is the best teacher.” The shipper to Australia 
who has an isolated consignment for Ecuador will be promptly reassured on the 
number of invoices required, and as to whether completion in Spanish is optional 
or imperative. In fact, the cost ofthe book will be recovered the first time it- 
saves a personal call at a busy consular office, or prevents a mistake which would 
have resulted in the imposition of a fine by the foreign Customs. 
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Correspondence 


To THE EDITOR OF ‘‘ BUSINESS ORGANISATION AND MANAGEMENT.” 
THE ENGINEERING LOCK-OUT. 


Sir,—May I claim a little of your space to make a few suggestions indicating 
a way out of the unhappy position into which the engineering lock-out has landed us ? 

It is very deplorable that just at a time when we appeared to be emerging from 
the acute depression which has hung over us for so long, to find ourselves again. 
in the throes of another industrial conflict, and one which, I am sure, every thinking 
man will agree could have been avoided had there been a more accommodating 
spirit shown on both sides. It is heart-breaking to think after the enormous 
losses we have sustained in industrial quarrels since the war was brought to an 
end, that we should on such a question as that involved have again taken a step 
wbich affects directly the employment of a million workmen and indirectly affects 
every industry in the country. o 

I have not sufficient technical knowledge to warrant me in giving an opinion 
on the merits or demerits of the dispute. There may be and possibly are mistakes 
on both sides, but at al] events this is no time to enter into such a suicidal contest, 
having the effect of adding so materially to the unemployment in the country. 

Possibly the matter could have been put right by a second ballot of the workmen, 

seeing that the first was such a fiasco, but at all events matters ought never to: 
oo ; been carried to the present pass, whereby the opportunities of regaining 
perity are being wantonly.thrown away. . 
_ T notice in the papers that although there is no likelihood of Government inter- 
vention at the present time, ‘“‘ the Premier will take the matter in hand as soon: 
as an accommodating spirit is shown on both sides.” In other words, the politician 
will step in as usual when the persons concerned have practically come to a 
settlement amongst themselves, Sea 

T hope sincerely that nothing-of the sort will be allowed in the present instance, 
Tt is high time that we protested against the intervention of politicians in matters 
which belong exclusively to the men who are responsible for carrying on the great 
industries of the country. I have watched the effect of this interference for a 
quarter of a century, and I have never known an instance where anything better 
than a patched-up settlement has been the resulta. result which has led to 
infinitely greater trouble later on. 

In support of what I have said so often about the inability of politicians to deal 
with industrial matters, I would call attention to some remarks made by Sir Wiliam 
Barton, Member of Parliament for Oldham, in a speech delivered at Newcastle a. 
few days'ago. Sir William said— Peseta St 

‘I will tell you, after twelve years of Parliamentary experience, that the three 
or four men who mainly shape legislation at the present time have not, combined, 
the knowledge of trade and industry or of principles of economics which are possessed 
by nine out of every ten of the men who manufacture or carry on any large 
undertaking. eee 

“During the passing of this Bill (the Safeguarding of Industries Bill). 
Mr. Chamberlain committed himself to the extraordinary doctrine that our export 
trade was merely the surplus of home trade—a statement just 100 years behind 
the time, and only applicable to a self-contained country ; but it illustrates the. 
abysmal ignorance which was behind these disastrous fiscal exploits of the 
Government.” Eu 

Fancy a trade like the cotton trade, which only makes a fifth of its output for 
home consumption, being regarded as a trafe which only exports its sw 
And what about the engineering, shipbuildfig and shipping trades? Dx : 
only export their surplus ?- Such ignorance, as Sir William Barton says, is abysmal. ~~ 
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ant 3 in organisati s repre- 
senting Copital and ‘Labour aad atra the staple industries of the country ? 
What I counsel is that work should be resumed, and let both sides submit their = 
case to such a body as I suggest. To the verdict of such a tribunal no fair-minded 
man would object, and the.country generally wowa be satisfied Yat strict justice 
was being meted out to both sides, 
; Yours faithfully, 


33. York Street, Manchester. CHARLES W. Macara. 
18th March, 1922. ; 
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NOTES OF THE MONTH 


A Lead from Lord Leverhulme 
t is time for the trade “ Jeremiah” to be put outside the pale of 
decent business society. His lugubrious pessimism has gone far to 
create an atmosphere in which Success is almost ashamed of itself, and 
Enterprise is a forlorn and unwelcome stranger. Nothing flourishes in 
this mephitic vapour unless it be mutual distrust culminating in strikes 
and lock-outs and despair. Lord Leverhulme went to the heart of the 
situation the other day when he told the London Commercial Travellers 
that the present state of trade was merely a state of mind. Customers 
had been trained during the last twelve months to put off buying. 
They had been told that they would be much worse off if they placed 
their orders to-day than to-morrow. So long as that continued, orders 
to the full extent both at home and abroad would not be forthcoming. 
There was no overstocking of goods in the world. Stocks had been 
working down in the last two years to a lower point than was safe. 
Only a return to optimism was needed, declared his lordship, for far 
more orders to flow in than our manufacturers could produce. He 
believed that we had already turned the corner, and were on the straight 
stretch for recovering our former prosperity. “Laugh, and the world 
trades with you; weep, and you keep your goods.” A bright smile 
and unshaken hope would do much to help trade, and only harm was 
done by the dismal gloom which everybody had been spreading over 
the country and over the world. 

Many business men will echo and applaud these heartening remarks. 
With “slump” the dominant business idea in men’s minds, progress 
is impossible. We have to get out of that mental rut before any all- 
round advance can be made. Lord Leverhulme has put his shoulder 
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to the wheel; M. Coué himself could do no more. The rest, business 
men must do for themselves. 


* * * 


Portuguese Exchange Anomaly 

Great commotion, engendering ill-feeling, has arisen in the British 
shipping world from the Portuguese Decree of 22nd November, 1921, 
which has been in operation since the beginning of the year. This 
decree enormously increased the port dues and charges payable by the 
ship, and the dissatisfaction’ aroused is due to the discrimination exer- 
cised by the Portuguese Government against foreign in favour of 
Portuguese vessels and shipowners. Such discrimination as is at pre- 
sent in force is not to the credit of our “ oldest ally,” and it is, of 
course, quite forgotten that Britain in conjunction with the Portuguese 
gave material assistance in freeing the country of the latter from the 
thraldom of Napoleon. The principle of the exaction is seen from the 
following illustration, which the Portuguese Government calls putting 


the charges on a gold- basis— 
Escudos. 
Suppine dues, pre-war . g . : . 100 


These were raised, say, fourfold, against foreign shipowners, making 
Escs. 400. 


Escs. 400 converted, say, at par, on 53d. . A . £88 6s. 8d. 
£88 6s. 8d. converted at current rate, say, 5d. . . Escs. 4,240 


so that British shipping companies are paying over forty times more 
than Portuguese owners. - 


x * * 


A New Era in Industry: Startling German 

Developments 

Are we on the eve of a new industrial era? The question is one 
which will inevitably arise in the mind of anyone who gives a careful 
reading to Mr. Max Rittenberg’s arresting article in this issue dealing 
with the recent developments in Germany in the direction of industrial 
consolidation. No thinking business man can remain indifferent to 
these tremendous developments, which may involve great changes in 
our own industrial organisation and will, it is certain, exercise a pro- 
found influence over international trade in the future—a matter of 
vital concern to us. Slowly, but none the less surely, the competitive 
system is being transformed before our eyes. These German develop- 
ments, startling as they appear, have their counterpart in this country, 
where the Trust movement in‘industry, the avowed object of which is 
the elimination of wasteful, competition, has made great progress in 
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recent years. It is a sign of the times in which we live. The impulse 
towards industrial consolidation is dynamic and irresistible, and it is 
important that our business organisers who will have to deal with its 
varied manifestations should thoroughly understand what it means. 
Already we are feeling the effects of the remarkable efficiency developed 
by the German Plan Industry System, under which their industries 
have been organised into compulsory Cartels, governed by a joint body 
of employers and employed, and the whole superintended by the 
Economic Council in Berlin, a sort of super-Cartel, composed of the 
elect of the Industry Cartels. As was recently pointed out in the 
Observer, the Government does nothing concerning trade, finance, or 
industry without consulting this Council. The Council allocates raw 
materials, transfers orders from firms which have too many to firms 
. which have not enough, and generally supervises industry throughout 
the whole of Germany. A new solidarity has sprung up in German 
industry. The workman has been given a motive for effort. The 
veriest cog in the industrial machine feels that he is a cog without which 
the wheels cannot function; he is linked through his elected repre- 
sentative with the supreme control. Contrast this degree of industrial 
organisation with the chaos which exists throughout the greater part 
of British industry, the lack of cohesion between Parliament and the 
representative organisations of British employers and the Trade Unions, 
the failure to formulate any consistent policy for British industry as a 
whole, and the gravity of our trade position will be realised. 


* * * 


Business as a University Subject 

Business as a subject for University 
education is a comparatively modern inno- 
vation; but now that the Universities 
have somewhat tardily come to recognise 
that its study may be made as educative 
and as productive of mental growth and 
expansion as, for example, any purely 
classical subject, there is every prospect 
that the next few years will witness a 
striking development in the facilities pro- 
vided for students of Commerce. Such a 
development would: not only broaden the 
scope of University life, but would be of 
the greatest advantage to British industry 
as a whole. Speaking at Southend last month on “ The Relationship 
of the University to the Community,” Sir Sydney Russell Wells, Vice- 
Chancellor of the University of London, who was largely instrumental 
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in persuading the University to grant degrees in Commerce, main- 
tained that any branch of human activity which required a know- 
ledge of fundamental underlying principles could be a proper subject 
for University education. He indicated in eloquent language his 
conception of the scope of the subject. 

If Commerce was to be made a subject for University recognition, it must not 
be studied merely as a technical subject—merely as a bread-winning employment. 
The man who was going to study it must grasp the fundamental underlying prin- 
ciples. Why did Venice flourish as the metropolis of the world, and then fall? 
Why did the Hanseatic League flourish, and then disappear? Why do goods 
run in a certain direction? What are the underlying economic laws that govern 
distribution ? Once a man tackled Commerce in that way, far from becoming a 
mere money-grubbing employment, it became a mind-expanding and interesting 
science, and he felt that, when dealing in something across the counter, he was 
part and parcel of a great organisation distributing goods and spreading the 
comforts and benefits of civilisation. 

It is fitting in every way that the directive head of the educational 
centre of the world’s commercial capital should hold this high concep- 
tion of the significance and dignity of Commerce. True, the conception 
is one with which Mr. Gordon Selfridge has already made us familiar, 
but to find that it is shared by an academic authority of such eminence 
as Sir Sydney Russell Wells is distinctly encouraging to every business 
man who respects his calling. It suggests that the realisation of Mr. 
Selfridge’s vision of the day when London will be recognised not only 
as the commercial metropolis, but as the world’s greatest training school 
for business men, may not be so far distant after all. 


* * * 


Woman Director for the C.W.S. l 

The Co-operative Wholesale Society has had two bad years; bu 
in electing a woman to the Board of Directors the’ members have 
adopted an expedient which has no precedent in the annals of the 
Society, and may well effect a change in its fortunes. The new 
director is Mrs. Cottrell, of Selly Oak, Birmingham, and the post carries 
with it a salary of £850 a year. While woman directors, are no new idea, 
it is probably the first time that a woman has figured on the Board of 
a-great trading institution dealing mainly in household commodities 
and been in a position to represent directly the views of the Stores’ 
biggest customet—the housewife. This is an interesting innovation, 
which in the circumstances appears to have been overdue. Will the 
big departmental Stores find it advisable to follow-suit ? 

Ae * i * * 


Teaching Corporateness at Rowntree’s 
An experiment of much irttterest to students of management has 
been inaugurated at Rowntree’s works. The directors, conscious that 
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their employees spend the greater portion of their lives in the factory 

. without knowing anything of the firm’s activities, apart from their own 
special department, have formulated a scheme under which every one 
of the workers will have an opportunity of seeing the whole of the 
factory. Parties of about half a dozen men or women, in charge of 
special guides, are now being conducted round the works every day in 
the firm’s time, no deduction from wages being made. The idea under- 
lying the scheme is that the workers shall have a greater sense of com- 
mon interest and a fuller appreciation of the fact that by pulling their 
weight in their particular directions they are co-operating in a great 
industry. 


* * 
The Reparations “ Will è the Wisp” 

In Colonel Repington’s new volume, After the War: A Diary, just 
published by Messrs. Constable, there is an illuminating reference to the 
subject of reparations which it seems worth 
while to bring to the special attention of 
business men. The book is the record of 
a lengthy European tour made by the 
author at the instance of Lord Burnham 
with the object of obtaining first-hand 
views on the political and economic prob- 
lems of the Peace. At the beginning of his 
tour in January, 1921, Colonel Repington 
found already in Italy and Greece an 
impression that French policy was heading 
for isolation and had become divorced 
from realities. Last summer he had a con- 
versation with members of the Reparations Sia Elion & Fry 
Commission in Berlin,and this is the Colonel’s COLONEL REP ORG 
pungent summing-up of their views. 

Briefly stated, these experts of the delegation of the Reparations Commission 
do not believe in reparations. They say that Germany can pay only in gold or 
in goods. There is no gold to speak of, so goods must pay. Therefore goods 
must be not only exported, but sold, for it is not the exported goods but the sold 
goods that produce the reparations money. So Germany will swamp all the 
markets which are open to her, depress our home trade by underszlling it, and 
end with a dominant commercial position. ... If Protectionist tariffs keep out 


German goods, then Germany cannot pay. We cannot have it both ways, but 
we are trying to do so. 


* * * 


“Time to Call a Halt” 

Unhappily, we are still chasing this elusive “ will o’ the wisp,” still 
continuing, out of regard for the tender feelings of France, the futile 
policy of demanding reparations which Germany can pay only in goods, 
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and taxing the goods to keep them out because they undercut our own 
manufactures and drive our workmen out of employment. As a result . 
of this policy, the mark is so depreciated that such taxation is hope- 
lessly ineffective ; and while our men stand about idle in brooding dis- 
content, German trade is booming. There is a significant item in the 
trade bulletin issued by the Standard Bank of South Africa, Ltd., under 
date 30th March, which illustrates what is happening to our overseas 
markets. Under the head of Mining, Machinery, and Materials, the 
Cape Town office cables that many lines of German goods have been 
landed and sold almost as cheaply as the usual local prices for second- 
hand goods. So far from getting any reasonable share of foreign orders 
in these conditions, British manufacturers, under stress of competition, 
are being driven to place their own orders in Germany ; and, in the 
_ endeavour to keep pace with the effects of the headlong fall of the mark, 
wages in many British industries are perilously approaching pre-war 
levels, while prices remain nearly 100 per cent above. This is where 
we are being driven along the reparations road, and it is time to call a 
halt. The Genoa Conference will meet in vain, so far as the improve- 
ment of European trade conditions is concerned, because the repara- 
tions question is specifically excluded ; and no all-round improvement 
is probable until this vital problem is squarely faced, not from the 
standpoint of national sentiment, but in the light of stern economic 
realities. 


* * * 


A New Industrial Factor 

It is interesting to find growing up in the engineering industry, 
which is of fundamental importance to this country because almost 
every other industry depends directly or indirectly upon the result of 
engineering activities of one sort or another, a comparatively new type 
of organisation which may be destined to exercise an important 
influence over the evolution of industrial structure as a whole. In the 
early stages of industrial development, it is the employer himself who 
_ usually provides the necessary business and technical knowledge for 
the conduct of his affairs. With the general increase in the size of 
industrial organisations, however, and with the rapid development of 
science and its technical applications, it is no longer in general possible 
for any single individual to manage the details of the many depart- 
ments into which a great engineering organisation is necessarily divided. 
It has, therefore, come -about that every engineering firm to-day is 
obliged to employ many scientifically-trained experts ; in the case of a 
large firm, the number of these may run into hundreds. It is these 
men who are slowly forming themselves into an organisation known as 
the Society of Technical Engineers. That body has recently declared 
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its policy. It has two groups of objects. First, those connected: with 
the improvement of the conditions of technical engineers as a whole; 
and, secondly, those connected with the advancement of the British 
engineering industries. The first group of objects are those common 
to any body of a trade union character; but the Society of Technical 
Engineers is apparently one of the few bodies, if it is not the only one, 
which purposes to act both as a trade union in the furtherance of the 
interests of the members and as a body for advancing the industry with 
which it is connected. Such problems as the relation of unemployment 
with the alternating periods of trade boom and depression, and the 
causes of such alterations, concern everyone connected with industry ; 
and the joint investigations of such problems by the technicians and 
the manual workers acting together can yield nothing but good. 
+ 


* 


A Life or Death Problem 


The longer the present European currency situation continues, the 
more acute becomes the problem of maintaining the population of these 
islands. This is the cardinal fact which is 
engaging the close attention of British 
economists, and it was the subject of some 
weighty considerations by Sir Charles Hob- 
house, an-authority of international repute, 
in the lecture he recently delivered on 
“ International Finance ” before the London 
Students’ Society of the Institute of Muni- 
cipal Treasurers and Accountants. He 
pointed out that this country was incapable 
of maintaining more than from 15,000,000 
to 20,000,000 under the best possible system 
of agriculture, and the remaining 25,000,000 
to 30,000,000 can only live on employment Pro Elhott & Fry 





and profit drawn from trade orders placed e oaa EON. noume ` 


by the foreigner with our manufacturers. 

and shippers. As international finance and trade could not function 
properly until currency stability and confidence were restored, Sir 
Charles urged that it was essential for Great Britain to formulate forthwith 
a financial and commercial policy designed to secure the rehabilitation 
of currency, and based on a true and real appreciation not only of the 
events of the present time but also the probabilities of histoty during 
the next twenty years. 


+ * 
Business Men and Political Policy 
It is often argued that business mep should not concern themselves 
with purely political questions, and any attempt on their part to interest 
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themselves in political controversies from a purely business standpoint 
is resented on occasion by the politicians as an unjustifiable interference. 
But the effects of political policy on British trade have been so disastrous 
since the war that business men have been obliged, often against their 
will, to study it with the greatest vigilance, and they are unlikely to 
relax their attitude while the present trade conditions continue. The 
vital importance of policy to business men was emphasised by Sir Charles 
Hobhouse, when he showed that the theory of government by self- 
determination, which has been accepted, has already led to the establish- 
ment of’ Custom houses and tariffs in numbers and variety unequalled 
since the time of Metternich and Castlereagh. They connoted a com- 
mercial warfare as fierce, as intricate, as destructive to restoration of 
financial stability as the recent military struggle, and one which was 
likely to be much longer protracted. Already the spirit of nationalism 
thus created, he said, is exhibiting itself in a widespread attempt, caused 
not so much by jealousy as by legitimate rivalry, to capture our trade 
and shipping. Sir Charles urged that our policy should be direct d to 
the restoration of the gold standard, the stabilisation through reviving 
commerce of exchange, and the removal of the hindrances to our com- 
merce caused by tariffs and Custom houses. In pregnant words he 
declared that we could not let our future depend upon the ambitions 
or fears of other nations. A bankrupt Germany anda Central Europe 
shut up into watertight compartments could not bring trade to us, and 
it was as traders and manufacturers alone that we could keep our people 
alive in the future. 


* * * 


Hand-to-Mouth Business Policy 

At the recent annual meeting of the Lamson Paragon Supply Co., 
Ltd., the Chairman (Mr. Alan McLean), after recording the excellent 
results achieved by the Company during the previous year, drew 
attention to what he described as hand-to-mouth business policy, a 
special phase of trading which is no doubt largely responsible for the 
continued depression. He said that while they had added over 50 per 
cent to their Ledger accounts, and received and executed the greatest 
number of orders in the history of the Company, having served more 
than 50 per cent more customers in the “ Lamson Paragon Stationer ” 
shops, individual orders had been smaller, and “urgently wanted ” 
was a very frequent request accompanying them. This clearly proved 
that many of their customers were living from hand to mouth. On any 
revival of trade—and sooner or later the revival would come—the 
number of urgently wanted orders would be still greater. Customers 
would require the delivery of partions of their orders, as they did during 
the recent “boom.” This added greatly to the cost, and resulted in 
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the soaring of prices. In the-long run, it was the customers who had 
to pay for this, and he wished to ask them if they had not carried the 
hand-to-mouth policy a little further than was wise. 

It is undoubtedly true that hand-to-mouth buying is being practised 
not only by wholesalers and retailers, but by the great consuming public 
too. It is a phase directly due to lack of confidence in the future, and 
will pass; but when it does, there will be a rush to Teplenish stocks 
and, as Mr. McLean forecasts, prices will jump ahead. The ordinary 
trader is at present between the upper and nether millstones—in danger 
of over-buying on the one hand in a peried of falling prices, and at the 
same time in danger of being caught short of stock on a rapidly rising 
market. 

* * * 


Opportunities in the Oil Industry 

The ever-recurring problem—just now particularly acute owing to 
the continued depression in industry—of ‘What shall we do with 
our Sons? ” is again attracting considerable attention in the Press. 
In this connection, the excellent opportunities which exist for British 
brains in the oil industry should not be overlooked. Sir Philip Lloyd 
Greame, Secretary of the Overseas Trade Department, speaking at the 
annual dinner of the Institution of Petroleum Engineers, said that no 
industry in the world had made such striking progress during the last 
decade. ` In 1913 the production of oil in the world was something like 
51,000,000 tons. Last year it was 110,000,000 tons. Great as had 
been this expansion, he had no doubt that there would be far greater 
developments, and that the industry would draw more and more for 
its brains and personnel on the young men of the rising generation in 
this country. 


* * * 


Employers who do not Encourage Ability 

“The real crying demand in the world to-day,” declared Lord 
Ashfield at the London School of Economics, on the 7th of last month, 
‘is for men who can take high executive positions, capable of managing 
big undertakings, and who in return for their services are cheap at 
£10,000 and £15,000 a year. Wherever you go, you find the cry 
‘Where can I find such men?’ and I turn to employers and say, 
“The fault is with you. You have not provided the opportunity in 
your organisation for exceptional men to advance to high positions.’ 
It is because they have not had the chance that we find this great 
dearth of men to-day.” 

If Lord Ashfield’s well-directed shaft brings home to big employers 
the danger of neglecting to provide opportunities in the organisations 
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they control for the development of ability among their employees, 
it will do good service. One of the fundamental weaknesses of great 
combinations, where departmental as distinct from divisional methods 
are employed, is the tendency for individual initiative and enterprise 
to be discouraged, and for staff conditions to approximate to those 
which obtain under Government service. The Government, made 
conscious of this weakness by experience, have recently found it neces- 
sary to arrange for an entirely new scheme of promotion by merit, and 
large employers will be well advised in their own interests to follow suit. 
The strength of any business organisation is the strength of the accu- 
mulated brain-power it possesses, and the largest combinations can 
least afford to continue a policy which smothers native talent and 
results in a dead level of mere routine achievement. The article which 
we publish in this issue on “The Maintenance of Staff Goodwill ” 
illustrates the type of organisation which we have in mind. 


The Great Question 


~~ ee 


Democracies would submit voluntarily to military dis- 
cipline in emergencies created by national peril. But would 
they submit to the same discipline in time of peace, and 


accept the burden of working as they accepted the burden 

of fighting? A free people would rise to meet emergencies, 
but could they be trusted to foresee and prepare for them ? 
Could they be depended upon to put themselves under the 
guidance of experts in business and science ? 


Dr. A. T. Hadley, 
Emerit als Unit A 
President Emeritus of re SA A a 











“It is apparent that there is a spirit of fellowship throughout these industries which 
must be one of the factors in their success,” 





Industrial Structure 


V. The Department Stores 
By Joun Len, M.A., M.Com.Sc. 











Few types of business enterprise in the whole history of Salesmanship have made 
more rapid and continuous progress than the great Department Stores. They have 
exten and developed their activities to a remarkable degree, and the conspicuous 
ability with which they have been conducted affords an object-lesson in management. 
This lucid article discusses the special features of department store organisation and 
methods, and contrasts them effectively with general business organisation. 






T is a pleasing frankness in the American fashion of proudly 
describing the human machinery of various industries. I have 
before me an almost bewildering mass of information, books and 
pamphlets, magazine articles and university lectures, research studies 
and newspaper reviews, all of them dealing with the study of industrial 
structure, and all of them giving an astonishing array of information as 
to the methods adopted in this and in that industry. This frankness 
proceeds from two causes. To a certain extent it proceeds from the 
desire to encourage the study and consideration of the subject, but I 
do not think that this is the main cause. I am rather inclined to think 
that the main cause lies in the fact that the heads of industries are 
proud to show that they have given some thought to the subject. They 
have devised a certain organisation, and after much discussion they have 
arranged that organisation on certain lines, permitting of development. 
Then when development has come and modifications have been included, 
they have come to realise that in this idea of a living organisation, with 
power of growth and of adaptation, there is even more than they 
imagined at the outset. At that stage, usually, some sort of public 
announcement is made. It does not mean that the sponsors imagine 
that they have reached perfection, but it does mean that they are con- 
vinced that the subject needs fuller and wider discussion and that the 
next stage in development, whatever it may be, must come from that 
wider and fuller discussion. 


Management in the Public Eye 
It is further remarkable that in no aspect of industrial enterprise 
has there been a full trust of the public as in the case of the department 
stores. The cynic will at once say that this is a subtle kind of advertise- 
ment, and in saying this the cynic, as usual, will be wrong. There is 
no reason whatever why department stores particularly should wish to 
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take the world into their confidence as regards their internal machinery. 
It is true, as we shall show, that these great stores are specially in touch 
with the public and that they bring the special arts of salesmanship into 
play. But that in itself is no reason why the details of the process of 
management should be made public. On the contrary we might expect 
that the closer an industry was to the public the more it would find it 
necessary to safeguard its remaining secrets. If we look to find a reason 
for this particular frankness we shall have to find it in another direction. 


Their Distinctive Fineness of Organisation 

The fact is that department stores, by the very conditions of their 
being, are extremely dependent upon fineness of organisation. They 
depend absolutely upon specially pleasing the public. This cannot be 
done by the art of salesmanship, valuable though that art may be. It 
needs a nerve structure which will bear the impress of the public mind 
simply and surely to the centre of the organism. It needsa reflex action 
to this nerve structure whereby the enthusiasm and the energy and the 
enlightenment which may proceed from within can be conveyed to the 
remotest ends of the organism. In no other aspect of industrial service 
is there precisely the same need. Most industries are protected from 
direct contact with the public by distributing agencies ; most industries 
have a certain specialisation, calling for certain intensive knowledge in 
one or two particular directions, but not demanding so wide a range 
of knowledge, or, at least, such a knowledge of so varied a range as the 
department stores. Then the very nature of the department store is 
that it includes various divisions which must be correlated. Those 
divisions may have little in common. A hundred years ago the articles 
which they sell were handled in highly-specialised shops. No one could 
dream of flinging together all sorts of varied departments, selling 
umbrellas and drugs, sweets and clothing, furniture and food, and many 
other varied articles without some definite correlation. Without that 
correlation they are merely a row of shops accidentally in the one building, 
and we all know that to be a department store it must be something 
more than this. 


Origin and Influence of the Department Store 

It is not a matter of surprise, therefore, if we find that department 
stores have given the closest attention to industrial structure. Obviously 
they have their own difficulties. Obviously, too, they have their own 
advantages. Usually they are under one roof; they are in a building 
which has been specially planned, so that goods can be brought up to 
the primary distributing floor and there made available for the demand 
from any department. Usually,*too, they have the advantage of a 
trustworthy statistical basis. There are seasonal changes in demand, 
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but these have been studied so that, in the main, their incidence is 
known. Further, they are able to watch the development of tastes in 
quarters where taste is led, for it is not the case—and this is not to the 
discredit of the department stores—that theirs is the very “ highest ” 
retail trade in any country. Indeed, one of the reasons for the existence 
of the department store is a democratic reason. They exist for a wide, 
almost a popular, demand which, in the matter of taste, is not much 
behind the “ highest ” grade. They have exercised an enormous influence 
in the encouragement of good taste, and have been the means in many 
directions of influencing the sound middle-class rather more than that 
class is aware. This is proved by the study of the development in Paris, 
where the department store took its rise. A French student of social 
development has assigned to the Magasins the amazing rise in culture and 
comfort of the middle-class in Paris in the grave years 1870-1880. It 
is true, of course, that the Magasins began long before that year, but 
we are probably correct in assigning the high-water mark of their influence 
to that decade. In any case there can be little doubt that Zola’s descrip- 
tion of the struggle between the little shopkeeper and the department 
store does not exaggerate the inefficiency of the little shop in France 
at that time. The stock in hand was limited ; there was a slow turnover, 
and there was no desire or inclination or aspiration to lead public taste 
or to introduce novelties. The business was hidebound by tradition and 
had run into grooves. 


Personality and the Principle of Functional Devolution 

It is very remarkable that the department store, both in France 
and in the United States, calls for a personal head. It is as if the 
very segregation of the business, like a segregated empire, makes 
a stronger demand for a personal head than a more concretely united 
industry. History seems to suggest that only in rare instances has 
such'an enterprise succeeded without a dominant personality. But it 
has always been characteristic of these industries that the dominant 
personality must very readily be able to devolve responsibility. It is 
probable that the method of devolution in the case of most stores of this 
kind differs from the devolution in ordinary industry. We generally 
regard devolution as the placing of responsibility on those below, leaving 
to those below the power of appealing to their chief on particular points. 
It seems to be more frequently the case in America, at any rate, that the 
personality at the head does not divest itself of responsibility in this 
way, but that the heads of the subsidiary sections are rather consulting 
experts who confer with the chief on all important matters. It thus 
becomes rather devolution in aspect than devolution proper, and the 
chief seems to have a large number of tadial influences in each of which 
he is joined by the head of each section. There is a very real difference 
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here. It may be that in this respect the department store is ahead of 
ordinary industry, having been forced ahead by the exigent needs as 
experience has revealed them. Certainly it is true that in a business 
which depends upon pleasing the public in every detail the supreme 
head cannot be remote from the public in respect of even the smallest 
department. Thus has grown up a system which is a functional devolu- 
tion in part, that differs in essence from the ordinary managing 
directorship. It calls for a man of supreme ability at the head, and of 
a type of supreme ability which is able to blend that ability with the 
particularised ability of the various next in command. It is not a 
matter of giving orders with the confidence that the orders are obeyed ; 
rather it is a matter of diffusing personality. 


Advantages and Requirements of Department Store 

Organisation 

Gide describes the main advantages of “ Les grands magasins ” as 
being: (1) economy of work, and that means more definite knowledge 
on the part of each member of the staff and more definite specialisation 
‘of the purpose to which that knowledge is put ; (2) economy of storage 
and of space for sales; (3) economy of capital in that there is a more 
rapid turnover, and to these we may add the reflex action of economy 
of movement on the part of the public in that varied purchases may be 
made in a single visit. If all these factors are taken into account we 
can see how they bear on the organisation. The departments will have 
to be arranged so that contiguity will give the greatest advantage. The 
questions as to which departments should have the precious ground-floor 
will need to be settled, though it is interesting to see that recently it 
has been found that men are not so inert as had been supposed, and 
several American stores put men’s garments on a first or even a second 
floor. The lifts for passengers and for goods will ensure convenient 
transit where itis most likely to be needed, and in respect of incoming 
and outgoing goods will provide for the minimum interference with the 
main business, which is to please the customers. All these questions 
are discussed in the most open way, as if those responsible for depart- 
ment stores felt that they might obtain assistance and guidance from 
the whole world, and in reaching this conclusion they are being guided 
by a sure intuition. 


Staf Fellowship: The Spirit of Corporateness 
It is perhaps for this reason that the separateness between department 
and department is not nearly so definitely emphasised as we might 
expect. Not only are departments grouped, but there are functional 
authorities who combine several groups of departments under their 
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functional charge, focusing the study of demand, of seasonal supplies, 
of the study of changes of taste and fashion, and of the furnishing of 
data to the publicity department. It is not clearly explained in any 
of the descriptions how the capital cost of stock is balanced as between 
department and department, and the conclusion to be drawn is that 
this is one of the questions retained by the supreme chief for decision 
according to his discussions with his next in command. It is interesting 
to observe that in respect of stock to be carried there are arrangements 
for precise estimates of a prophetic character, and suggestions are con- 
sidered even from the humblest attendant. In fact, it is characteristic 
of all these stores that in a remarkable way they succeed in gathering 
all the ideas of all the staff. The percentage on sales, of itself, would 
not produce this result, and it is apparent that there is a spirit of 
fellowship throughout these industries which must be one of the factors 
in their success. It is no new development, for French writers drew 
attention to it thirty years ago, though it is admitted that in no respect 
have the French stores succeeded in encouraging salesmanship in the 
same way as the American. As Gide puts it, their method of “ guelte,” 
or percentage bonus, fails to “ push the sales.” The American stores 
are less crude in their psychology. Salesmanship to them does not 
mean the manufacture of needs and demands, but the discovery of 
needs and demands. It does not push sales: it reveals utilities. 


Daring Management Policy 

The main feature, therefore, is that there is a singular corporateness 
in the control. The responsibilities overlap and in some cases are quite 
indefinitely apportioned. If this is to succeed, as it does seem to succeed, 
there must be a singular absence of jealousies, and the aims of all, 
however departmental their responsibilities may be, must be successfully 
directed to the progress of the stores as a whole and not of their own 
particular department exclusively. It is for this reason, I think, that 
we find the remarkable boldness in policy. Long ago in the case of 
the Bon Marché the founder introduced to an astonished Paris various 
devices, such as the return of unsatisfactory goods, ‘concerts, gorgeous 
delivery wagons, advertisements of all kinds. He was a very.exceptional 
man, and it is doubtful to-day if' any one man could institute novelties 
on a grand scale with a view to attracting attention. In fact, there 
has been little novelty in methods in the French stores for some years, 
but in respect of the American stores there is a constant stream of 
daring ventures, novel advertisements, novel uses of the telephone, 
novel methods of sale and of delivery, and they all bear evidence of 
anything but a common origin, as if adl the managers of every grade 
were fecund in suggestion and as if*the authorities were singularly 
hospitable to such suggestions. 
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American Methods of Staff Selection and Organisation 


In the issue of the Saturday Evening Post for 26th November, 1921, 
there is an article by Mr. Edward Hungerford describing some of the 
interesting traffic problems in connection with American big-stores. 
Mr. Hungerford proceeds to discuss the department of personnel. The 
head of this department is probably more separated from his colleagues 
in function than any other head of department, yet he must keep in close 
touch with the needs of each department, not only as regards number 
of staff but as regards their special qualifications. Mr. Hungerford sums 
up the different methods of recruitment and decides in favour of the 
staff themselves recommending new candidates. Here he throws light 
on what is the most striking feature of these stores, the spirit of 
corporateness which obtains throughout, and this method of recruitment 
secures, at the outset, almost a family interest in the business. The 
methods of training in general salesmanship are described and in the 
application of general salesmanship to the specialised needs of different 
departments, and in these methods there are all manner of new features, 
such as the use of suitable language, and study of the history of the 
manufacture of the articles which they are called upon to sell. Mr. 
Hungerford sums up the organisation of a department store in an 
admirable paragraph: “ First, a general organisation, then a strategic 
location, then a plant, skilfully planned both for efficiency and attrac- 
tiveness; then a humanly organised, well-taught, well-drilled, well- 
rewarded staff of workers. Given these chief ingredients, the condiments 
of good advertising, good far-seeing store policy, a fair deal to the patron 
and to the employee alike, and the store is fairly launched.” 


Contrast with General Industrial Organisation 


We may sum up the outlines of such an organisation and see in 
what respects it differs from general industrial organisation. - In the 
first place process cannot be separated from process; there cannot be 
a differentiation of this part of salesmanship from that part. So it 
happens that we. cannot find specialised functions of supervision or 
control or management as we shall find them in productive industries. 
It also happens that close touch with the consumer has its influence 
upon the whole organisation ; the purchaser is first and last, and though 
the art of salesmanship may have an influence upon him it is yet the 
case that the whole organisation must set out to please him. There 
may be separate departments for accounting, for statistics, for recruit- 
ment and tuition and discipline, but the main characteristic is that the 
departments will be welded closely together, that there will be intimacy 
in respect of policy and overlapping in respect of responsibility, and 
that the head of the organisation will be rather a focusing-point of 
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Secretaries of limited companies will be keenly interested in the time-saving and 
economical system of paying dividends described below. 





control than an isolated dominant authority. Thus it will appear that 
the organisation will be no merely mathematical diagram of rigid lines 
and clear-marked distinctions. It will be human in its elasticity, and 
on this account will be more difficult to frame and to conduct. In a 
word, in the control of such institutions personality will count for more 
and mere mechanical organisation for less, but organisation which is 
alive and imbued with a personality, as readily receptive as it is 
active, will be the only structure which can promise ultimate success. 


# # % 


Payment of Dividends Through 
Bankers 


By A.O.1.8. 


HE preparation of dividends in concerns where there are a large 

number of shareholders often entails a large amount of labour, and 
is a tedious and lengthy process. 

Apart from the dividend sheets, with the necessary calculations and 
tax deductions, there are the warrants and envelopes to type, and 
afterwards the marking off of warrants presented and requests to 
shareholders to present those outstanding. 

It is therefore necessary to have systems which tend to reduce the 
work as much as possible, and with this in mind the practice of paying 
dividends direct through a banker has been encouraged. This method 
of payment has resulted in a considerable saving of trouble and expense 
both to joint stock companies and banks. 

A circular sent to shareholders stating that payment of dividends 
direct to their bankers can be arranged by request usually means that 
at least 50 per cent of the shareholders avail themselves of the offer. 

Arrangements have been made by the large banks to cope with this 
system and they have special departments at headquarters who are 
conversant with the best methods and who will give advice as to the 
working of same. 

A good method is to have loose-leaf share ledgers and the register 
of members on the card system, with a separate set of cards for share- 
holders who require dividends paying direct to the bank. Time is 
saved if the dividend lists and envelopes are done by an addressing 
machine. Separate dividend sheets should be made for each bank, 
split up into the various branches with, the names of the shareholders’ 
account at each branch somewhat as follows. 
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Lonpon Joint Crry & MmLAND Bank, LID. 


Branch—Liverpool. T. Jones. 
J. Smith. 
Manchester. S. Brown. 
K. Shaw. 
L. Robinson. 


Care must be taken to see that the card index is kept. up to date 
and agrees with the share ledgers and the notices received from 
shareholders. 

By this method the making up of dividend lists for payments through 
banks and otherwise can therefore be done simultaneously. 

The banks require one draft for the whole of the dividend payable to 
their various branches sending to their head office, usually two or three 
days before the dividend is due. This should be accompanied by a 
statement showing how the same is made up, and the income tax 
certificate made out to each shareholder, with amount of dividend and 
name of the branch. 

The allocation of the amounts to the various branches is done by 
the banks themselves— 

The advantages to be obtained are— 


To THE COMPANY. 

(1) Saving in postage (by not sending the warrants to the individual 
holders). 

(2) Saving of the twopenny stamp on the dividend warrants (as only 
one warrant is sent to the bank for the total). 

(3) Saving of stationery, and also time of secretary or directors (as 
one or more generally sign the warrants when sent direct to holders). 

(4) Saving of labour in marking off dividend sheets for date presented, 
as only the one warrant needs marking off for each bank instead of the 
hundreds which would be the case when sent to individuals. 


To THE BANKS. 

(1) Saving of labour (as departments have been specially created to 
deal with the work). ` 

(2) All the certificates, etc., arrive at one time, instead of over a 
varied period depending on shareholders presenting the warrants. 

(3) Saving of time between head office, branch, and clearing house. 

This method of payment ensures a large proportion of the dividends 
being presented early, and I might add that it is useful to have a “ date 
presented ” column on each dividend list, so that at any time it can 
be ascertained which warrants are outstanding. 

Some firms give each dividend a distinguishing colour or letter so 
that it can be easily traced when a dividend is presented which is out 
of date. f 

. 106 





An important development of German industrial policy, which will probably exercise a 
profound influence on British export trade, is the subject of this arresting contribution. 
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Consolidation—A Business 


Master-thought 


By Max RITTENBERG 


“ Our industrial organisation has been built up on the basis of an immense inter- 
national trade. Our plant is designed for mass production, our commercial houses 
adapted for business on the largest scale. The only condition under which 47 millions 
of people can live in these islands, not merely tolerably, but live at all, is that our 


output should be up to the highest level of our industrial capacity, and that the surplus 
of goods which we do not consume ourselves should be freely exchanged for the 
imported food and raw material which are essential to our existence.’’ 

—Mr. Reginald McKenna. 





The Birth of a New Industrial Era 


MÈ McKENNA, in his words quoted above, has voiced a doubt 
in the minds of many thinkers on business and economic problems. 
Can Britain now support a population of 47 millions ? 

This is a question which strikes deep into the life of every one of us. 
An organised nation is a complex mechanism put together with extremely 
delicate adjustments. It is very evident to-day that the adjustments 
are out of order. About 2,000,000 men are pitifully unemployed. Most 
of them are eager to find work and earn a livelihood, but the work is 
simply not there. 

The economic structure of Britain has now to be adjusted in balance 
with the New Economic Forces. We cannot go back to the same 
conditions as ruled in 1914. That was a time when Britain was the 
greatest creditor nation of the whole world—wealth pouring in to us 
automatically from dividends on foreign investments. It was a time of 
wholesale commercial rivalry, when practically every business was 
“its own castle.” 


A New Business Structure Demanded 


The Economic Forces of to-day are demanding and compelling a 
new business structure for Great Britain—now a debtor nation. A 
structure which will decrease wasteful competition; which will bring 
about co-operation between firms in the same line of trade or in lines that 
supply one another ; distribute business risks over a commercial alliance 
strong enough to carry them boldly ;, economise in manufacturing 
processes and in the expenses of distribution—in a word, which will 
“ cut costs.” 
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A prominent banker in New York said early last year: “ A new era 
' of industrial consolidation is coming.” 

It is now under way in the United States. And it is, as everyone 
knows, in full blast in Germany. 


Industrial Consolidation in Germany 

Of all the nations which engaged in the Great War, Germany is the 
only one which has come through the aftermath of Peace without a big 
problem of unemployment, and bitter disillusion and discontent amongst 
its working classes. The unemployed in Germany to-day are only 
about 200,000 out of a poulation of 60,000,000; while Great Britain 
has 2,000,000 unemployed out of 47,000,000; and the United States 
4,000,000 out of 110,000,000. It must be admitted that the German 
leaders were the first to recognise the biggest and most vital problem of 
Peace—to get their nationals working and creating new wealth. And as 
one of the means of bringing this about, they began energetically to 
consolidate industries—thereby rediicing costs of manufacture and 
creating a broadening export market for their goods. 

There is a phrase widely used in Germany to-day: “ Konzentrations- 
wile ’’—determination to concentrate. This is not only a guiding 
principle on the part of the industrial leaders, but, further, it is expressive 
of a general popular feeling. The German people are in favour of 
consolidation and concentration. They are apparently not afraid of 
the dangers of placing power into the hands of a few big magnates. 
They have seen that the principle tends to create general employment, 
to reduce manufacturing and distributing costs, and to open out a wide 
export market for their goods. They have eagerly invested their savings 
in the shares of the new big combines. In brief, the principle works. 


What the Principle Means 


The two main rails of thought in the perman industrial structure are— 

1. Horizontal Consolidation. 

2. Vertical Consolidation. 

“ Horizontal” is, of course, a brief way of expressing the alliance 
of firms in the same trade, manufacturing similar lines of goods. 

“ Vertical,” the newer thought, means the alliance of firms which 
supply raw materials or semi-manufactured goods from one to the other. 
_ For instance, the famous Berlin concern manufacturing electrical 
machinery and electrical specialities of all kinds, from a glow-lamp 
up to a 30,000 h.p. dynamo, the A.E.G., was already linked horizontally 
with other electrical concerns. Last year it consolidated vertically 
with the Rheinmetall, Linke-Hofmann, Mix and Genest Bing concerns, 
iron and brass founders, and tHese in turn are linked up with iron and 
coal mines and transport concerns. 
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To take another instance, one of the multitudinous Stinnes interests 
is in newspapers. He now owns or controls forty or fifty newspapers 
published in various big cities in Germany. He also owns or controls 
paper mills which supply paper to print these journals; and he has a 
substantial interest in timber companies which supply pulp to the paper 
mills. To round off this “ Vertical Trust,” he has bought over a news 
distributing agency. 

During the past two years there has been in Germany a white-hot 
flow of mergers, consolidations, and business alliances of various types, 
not only in iron, steel, copper, mines, and chemical factories, but also 
in brewing, in spirits, in milling, and inevitably in the rapidly growing 
industry of to-day, film production and distribution. To give a list of 
the names of all these firms would be tedious—it is sufficient to state 
that they are nearly all the biggest in their respective trades. 


The German Trade Conventions 

There is also in Germany another new and very important factor in 
industrial structure—the Trade Conventions of manufacturers in a 
given line of business, who meet once a fortnight or once a month in 
Berlin, under the aegis of the German Board of Trade, to settle on export 
prices and to discuss policies and methods of manufacture and selling. 
The German authorities base the export licences they issue on the 
prices as fixed by the Conventions. _ 

And furthermore, through these periodical meetings, the heads of 
the various rival firms are brought into close association with one another, 
and are encouraged by the Government to exchange ideas and policies 
so as to bring about unity of purpose and a mass-momentum of 
far-reaching consequence for Germany’s export trade. l 


The Great Interrogation ! 

To return to our original question—can Great Britain now support 
a population of 47,000,000 ? 

It seems inevitable that we, too, shall have to fall in with the trend 
of the New Economic Forces, and initiate widespread co-operations 
and consolidations. In this connection, it is pertinent to quote some 
words of a well-known American financier, Mr. Charles R. Flint, of 
New York, who has been instrumental in bringing about over a score of 
successful mergers and consolidations in the United States. He says, 
speaking of the practical difficulties of consolidation— 

When members of an industry try to consolidate without an intermediary, 
they spend more time in jockeying for position than in finding a fair platform. 

Some of the bitterest hatreds that I know have grown out of attempts at 
consolidation without a neutral organiser. The only way to effect a lasting con- 


solidation is to go to someone with experience and say: We want to get together ; 
will you act as a go-between ? ” 


109 7 








Business - Organisation - and - Management 





There is an idea that combinations are organised by bankers, but such is rarely 
the case. Bankers coming to forming industrial consolidations, particularly when 
they are creditors, are regarded, and quite easily, with suspicion by those who 
have property, and with joy only by those who have something worthless which 
they would like to get rid of. 

Without the prospective members of a proposed consolidation having confidence 
in the fairness of a neutral who is expected'to do the organising, it is idle to 
attempt to organise. Important men in the industry should first arrive at the 
decision that they want to consolidate, and then agree on the organiser as being 
in the nature of an umpire. 


There are many big business men in this country just as capable as 
the Americans and the Germans of bringing about these consolidations. 
In the choosing of an umpire, some of the first names which would leap 
to the minds of everyone are Lord Inverforth, Sir Joseph Maclay, Lord 
Inchcape, Lord Leverhulme, Sir Charles Macara, Sir Owen Philipps, 
and Lord Askwith. 

Consolidation is a business master-thought to-day, and the men 
who will be instrumental in bringing together rival interests, smoothing 
out wasteful competition and expensive methods of distribution, and 
reducing overhead and selling costs so as to enable Great Britain to 
compete on better terms with the products of Central Europe, will be 
doing definite and constructive service to the nation. 


Lever Companies’ Debt to Co-Partnership 


LC LEVERHULME paid a notable tribute to Co-partnership as a policy 
for times of trade crisis at the recent complimentary luncheon given to Mr. 
D. Milne Watson, Governor of the Gas Light and Coke Co., and himself by the 
Labour Co-partnership Association. Lord Robert Cecil, M.P., presided. 

Lord Leverhulme said that, in the present crisis in Commerce, the firms with 
which he was connected had weathered the storm, and the central fact that had 
enabled them to do so was that they had 11,000 co-partners scattered all over the 
world who had given them, during a difficult period, their fullest support and 
accord. There was no soothing syrup in.co-partnership and it was not a short 
cut to greater profits. Anyone approaching the subject from that angle would 
be grievously disappointed and would join the ranks of those who, having adopted 
co-partnership, had abandoned it after a trial. If there was to be co-partnership, 
it must be on a broad-gauge system, which required that they should be interested 
in their homes, in their country and its prosperity, and, lastly, in the prosperity 
of the whole world. This could only be achieved by increased output. There 
were men who thought that the profits of increased output went all one way. 
This idea he hoped the system of co-partnership would remove. Unless they 
could work together to increase output, then co-partnership was doomed. 


: 110 





This breezy article is written from the viewpoint of a Britisher with several years’ 
experience in Colonial Industry and Trade, and particularly in Canada. 


Getting into the Canadian Market 


By ALBERT E. DOLPHIN, A.O.I.S. 


T British export trade was never more competed against than it 
is at the present time, and industrial and commercial warfare will 
be even more bitter in the near future. This is due to several reasons, 
the principal, of course, being the desire to take advantage of Britain’s 
internal troubles. This state of things, however, we hope is of very short 
duration. Nevertheless, if we are to keep ahead in our exports we shall 
have to alter many of our methods. 

If British manufacturers would only realise the fact that Canada 
could be one of her best customers in almost every line they would 
probably wake up and devise some system whereby they could obtain 
the trade, whereas at the present time, while it is true that we receive 
a substantial share of certain lines, yet a very large percentage of 
machinery and merchandise goes to foreign houses and we receive only 
“chicken feed.” 

Our principal competitor in Canada is, of course, its neighbour the 
United States, and the Americans certainly are going after the business. 
All over the country you will find branches, sub-branches, warehouses, 
etc., of American firms. British branches are conspicuous by their 
absence. Too many British manufacturers are content to sit in an easy 
chair in a private room in England, Scotland, or wherever it is, and send 
their business to importers, jobbers, and agents, who naturally have not 
the confidence and pride of the actual manufacturer. If some of our 
manufacturers could only see the way in which their business is being 
“pushed forward ” (as they think) and if they could only look around 
Canada and see “made in U.S.A.” stamped on practically everything, 
they would then probably realise that more effective methods for 
disposing of their merchandise are urgently required. 

After making a study of the business methods practised by some of 
the most successful importers into Canada, let me endeavour to explain 
them. Their plan of campaign is very carefully laid out under the 
following general heads— 

(1) Blocking out the particular country in question. 

(2) One year of complete general and local advertising. 

(3) Second year—pooling resources and opening a joint warehouse. 

(4) Appointment of local dealers. 

(5) Travelling salesmen and boosters, 


Let us take each division in detail, anid 3 in the above rotation. 
Regarding the first, the nature of the merchandise to be sold will 
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govern the manner in which the country must be divided. For example, 
there are districts in Canada where certain commodities are used in 
enormous quantities, while the same article meets no demand whatever 
in another part of the country. However, those are matters that can 
be settled with very little trouble, though they are important, and might 
mean a great difference in the preliminary expenses of the campaign. 

Canada is divided into three general divisions, namely: (1) Eastern 
Canada, where practically all the manufactures are carried on ; (2) the 
Prairie Provinces—Manitoba, Saskatchewan, and Alberta, where Canada’s 
grain is grown and where very little indeed is manufactured ; and (3) 
the Pacific Coast—British Columbia. With regard to Alberta, this 
province supplies almost all Western Canada with her soft coal, and a 
small production of oil. There is also, of course, the Yukon, but the 
demand for commodities there is very limited, the country being devoted 
almost entirely to mining. : 


Special Conditions of Canadian Business 


After having obtained the general divisions, the towns in each division 
are classified under population, number of stores, express and freight 
deliveries, etc. This is a very important point, and Canadian and 
American towns must not be compared with an English town, particularly 
as far as population and nationality are concerned. 

The exporter must first consider that Canada is a new country with 
a total population of between eight-and-a-half and nine million people, and 
the population of a typical Canadian town might mean anything from 
200 to 10,000 inhabitants, many a Western town having only two streets 
of stores, etc. This information would be particularly valuable when 
granting credit or considering local advertising or consignment shipping. 

As to advertising, it is a form of investment still regarded with 
antagonism, strange to say, in many business houses. Now advertising 
scientifically carried out is an absolute necessity if increase of business 
is desired. One year of complete and unbroken advertising in its 
different forms would not be any too much as an introduction of goods 
into Canada. 

Advertising can take several forms, such as: (1) newspaper and 
magazine mediums ; (2) slides and moving pictures at picture palaces ; 
(3) house to house sampling; (4) window, competition, and exhibition 
displays. 

A careful selection of newspaper mediums will prevent wasteful 
expenditure; but it is an undoubted fact that advertising in local 
papers is essential, and, as a matter of fact, is probably the best paper 
medium. Story magazines are not generally considered a good and 
profitable medium, owing to the enormous number of pages they now 
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devote to advertising, and also the high cost of such publicity. If 
advertising is carried out in local organs and papers, the merchant will 
reap about as great a benefit as possible through that type of medium. 
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Throwing the advert. on the screen at the picture palaces is also a good 
idea, but many of the smaller towns do not possess a picture palace. 
Advertising by door to door sampling oe on the whole to be a 
costly and doubtful medium. 
Window and exhibition displays are ee ‘ boosters,” and the 
merchant has every opportunity in Canada, owing to the large number 
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of conventions and exhibitions that are held at different times during 
the year. A great volume of business can be traced to displays of this 
kind. , 


Pooling Resources: A Well-tried System 

With reference to “‘ pooling resources and opening a joint warehouse,” 
this type of warehouse would only be desirable where the expense of 
an individual warehouse would swallow up any business derived. The 
houses so pooling would not, of course, carry the same line of goods, 
but rather a very different line altogether. The personnel of the ware- 
house should include a manager—who with his staff would work for 
all interests ; a publicity manager ; an accountant ; and warehousemen. 
The expense of this warehouse would be apportioned pro rata over the 
different firms, according to their respective outputs. 

The important point for British manufacturers to see is that their 
own staff is being maintained and that they are working solely for the 
interests employing them. This is always more successful by far than 
entrusting the agency to a wholesale jobber handling probably a dozen 
competitive lines, and whose one purpose is a large general output 
irrespective of the nationality of the goods. Now British goods must 
not only be in the front line but we must see that they are pushed, and 
the only way to push them is by having the right men in the field. 

Pooling of interests is only suggested as an answer to the stale remark: 
“ It would cost a fortune to keep a warehouse and staff in the field until 
the returns began to come in.” Why several companies, each manu- 
facturing a ‘different line of goods, could not use this system and thus 
reduce the initial expense seems hard to understand. In any event, 
the initial outlay could be capitalised and spread over a number of 
years and gradually wiped off. The system explained is by no means a 
mere theory, but the basis of several well-tried and successful schemes 
for obtaining or enlarging a new market, and in my opinion it is the 
only practical way of handling overseas trade by small companies. 


The Appointment of Agents 

With regard to the appointment of agents or local dealers, careful 
judgment and particular consideration of nationalities and creeds will 
mean-a big difference in the retail business. This particularly applies 
to Canada and the United States, where you will find in every part 
towns and communities wherein over 75 per cent are of one nationality, 
such as English-speaking (British and American), French, Scandinavian, 
Russian, German, Galician, Mennonites, and so on. 

In appointing local agents we must depart somewhat from our All 
British staff or representative. * Experience has proved that in these 
communities a very large element of clannishness exists, and to appoint, 
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for example, a French storekeeper in a French settlement would be good 
judgment ; in fact, in many cases it is obligatory, owing to the absence 
of an English store in that community. The same would apply to a 
Russian or Dutch settlement. 





Experienced salesmen have found, too, that religion has either lost 
or obtained for them a substantial amount of business, and not through 
any skilful salesmanship. Full particulars of each town can with very 
little difficulty be obtained beforehand, and this is one instance where 
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a travelling salesman has an opportunity to show his diplomatic skill. 
These local dealers are the roots through which the plant receives its 
food, and careful choosing of the right men will prevent many an 
unnecessary failure to obtain business. 

It is the traveller’s business to see that the system is extended right 
into the consumers’ homes, and he must work as much for the local 
dealer as for his warehouse. He should stay and have long friendly 
chats with his dealers, see that they are well supplied both with 
merchandise and advertising matter, give them advice, and assist them 
out of their troubles if he can. Even if the difficulty does not directly 
concern his company’s business, it is these little touches of human nature 
that bring results. ; 

Each traveller should be given a territory or block, and the appoint- 
ment of local dealers is usually left entirely to him, subject, of course, 
to the approval of headquarters. It is he that must work with them, 
and if he be allowed to choose his own men, it will have far more 
beneficial results than if someone else choose them. for him. Ifa foreman 
chooses his workmen, and all have a common understanding, that is 
half the battle, and that is where our American friends are ahead of 
us. We Britishers are inclined to belong a little too much to the “ Stiff 
Collar Brigade.” Bring the human touch into your business, and you 
will see it leap: ahead. 
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Putting the Employer’s Point of View before 
the Workers 


MAsOR ISIDORE SALMON, C.B.E., of Messrs. J. Lyons & Co., Ltd., 
lecturing at the Caxton Hall-under the auspices of the Industrial League and 
Council, urged that in his opinion employers should utilise every method which 
they could devise of putting their point of view before the workers. They were 
fortunate in possessing to-day a very large number of ways in which to distribute 
such propaganda as they might have in mind, and he suggested various ways in 
which advantage could be taken of the newspapers for this purpose, and 
particularly of the Labour Press, which employers had neglected and left to carry 
on without attempting to present their own side of the economic question. 
Posters, educational pamphlets, and leaflets could also be utilised. ‘‘My com- 
pany,” continued Major Salmon, “has adopted the wages packet as a message 
carrier with marked success.” Anything printed of this kind should never take 
the form of a command, or contain a suggestion of the “ highbrow.” An organised 
concerted effort should also be made to use the cinema for the purpose of educating 
labour; the average cinema audience contained the very people they were 
desirous of teaching. 

In this connection, it should bg noted that the Industrial Publicity Bureau, 
which introduced the “ P.D.T.” (Pay Day Talks) method of educating the workers 
on the economics of industry, have just transferred their headquarters offices from 
Cardiff to 40 Bennett’s Hill, Birmingham. 
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Eminent as a banker, and a distinguished classical scholar, Dr: Walter Leaf illustrates 
in his own brilliant career the value of a classical training to business men. 





The Business Man of the Month 


DR. WALTER LEAF 


By ARTHOR 8. WADE 


“What we needis real peace. Of that peace, international commerce is at once the 
sign and the stimulus. It can only be attained by free intercourse untr. ed 
by any artificlal restrictions. Our own country should lead the way.” 


I CHOOSE an entirely impersonal quotation in opening this sketch, 
because of its fitness both for our times and its usefulness in revealing, 
as far as a few words can, the character 6f the speaker. In the words 
of some public men, there is always more of the ego than of the subject 
under discussion. The soldierly “I” struts across the page. Dr. 
Walter Leaf is one of the personalities of our day who has no need of 
such self-advertisement. He can give an entirely impersonal review 
of financial conditions before the shareholders of the London County 
Westminster and Parr’s Bank, of which he is chairman, in which there 
is no stressing of his individuality, and yet personality will show itself 
in every line. He is probably the only one of the Big Five of banking 
who can interest the “ man in the street ” in a review of international 
finance. The reason is one “that he who runs may read.” Dr. Leaf 
is a master, not only of finance, but of words, a lord of language, to use 
Oscar Wilde’s phrase. Side by side in his personality exist the keen, 
analytic business faculties and the refined sympathies and emotions 
- of the scholar. Since he is also an artist in words, both commercial 
trader and scholar find a rich expression whenever he speaks in public. 
In the main body of his literary work it is the scholar alone that speaks. 


A Double Personality: Scholar and Business Man 
Our world is nowadays so given to specialization that there is a 
widespread belief that no man can excel in more than one walk of life. 
For that reason, many people think there are two prominent men named 
Dr. Walter Leaf. I was one of a small group of men who were dis- 
cussing Economics recently, and one of us said: “The sure way to 
European reconstruction is that outlined by the banker, Dr. Walter 
Leaf.” Immediately another man, whom I will call Brown, became 
dreamy, and replied: “ The only works I know by anyone called Dr. 
Walter Leaf are those I had in my college days. They are wonderful. 
I carried his translation of the Iliad about with me for years.” The 
first speaker tried to call Brown back to reality. “That’s the same 
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man,” he said. Brown is literary and a little remote from the ordinary 
world we know. He opened his eyes very wide. “ Impossible!’ he 
said. “The Dr. Walter Leaf I have read so many years must be a 
pure scholar, a man who has given his life to books. He couldn’t have 
done his literary work otherwise. No, my boy; there may be a Dr. 
Walter Leaf, banker, but the Dr. Walter Leaf is the distinguished 
scholar.” Brown was wrong in one way and right in another. Thinking 
there were two separate personalities involved was an error ; but insist- 
ing on the scholarship as the more permanent thing in value to the 
world at large, I think, was essentially just. 


The Scholar’s Contribution to Business 

But here we touch one of the very special values Dr. Walter Leaf 
has for his day and generation. He unites qualities which some silly 
habit of mind has convinced unthinking people cannot exist together. 
When the great man of commerce is described in literature or in plays, 
what do we get? Admit that a leading banker stands higher in the 
novelist’s or playwright’s mind than a leader in any other branch of ` 
business, do we get any suggestion of an outlook which is not bounded 
by the horizons of trade and finance? But reality is not as bald as 
romance paints it. Men like Dr. Leaf enrich the infinite variety of life. 
Uniting in himself, as he does, the linguist, the classical scholar, and 
the expert man of affairs, he illustrates the truth that the commercial 
man may have wide human interests, and the no less important truth— 
which he has on occasion himself laid stress upon—that the scholar does 
and can bring to practical affairs something which enriches them, while 
not taking one jot or tittle from their successfulness. At the moment, 
I cannot lay my hand on the exact words; but some time ago, when 
speaking in strong support of the classics, he mentioned a board of 
director’.upon which he sat, and which included several others besides 
himself who found help and relaxation in reading the ancient literatures. 
May the number of such men increase ! 


A Record of Great Achievement 

Someone has called Dr. Leaf the Admirable Crichton of the City. 
Of course, that is rather foolish. Admirable Crichtons are rare and, 
on the whole, undesirable. They are too much out of the ordinary 
man’s reach, and have so many shining qualities that they cancel each 
other out. What the writer wished to say was that Dr. Leaf was a 
City Man with many other interests. In other words, he is not a 
specialist, but a whole man who is attracted by many aspects of our 
common life. We want in commerce, in literature, in the professions, 
among the working classes, mote of these men who have, besides the 
specialized faculty of making money, the gift of doing many other 
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things, of finding joy and relief in the multiform activities of the world. 
Dr. Leaf’s career is an illustration of how varied may be the accomplish- 
ments of well-directed energies. Educated at Harrow and Trinity 
College (Cambridge), where, as is known, he distinguished himself in 
the classics, he afterwards joined the firm of Leaf, Sons & Co., ware- 
housemen. He became that company’s chairman when it was made 
a limited company in 1887. He was one of the founders and’ first 
members of the London Chamber of Commerce, and his work for that 
important body has been of great value. As a banker, chairman of a 
concern which ranks among the Big Five, he has built up an inter- 
national reputation as a financial expert. On the scholastic side of his 
career there are such outstanding monuments to his literary skill as the 
translations from Greek writers, particularly Homer; his recent work 
on a little known Greek poet; and translations from Russian and 
Persian writers. Occasionally one hears of his setting out on some 
important quest in connection with these beloved studies. But it is 
not all work and study, for Dr. Leaf numbers among his recreations 
mountaineering, motoring, skating, and photography. He is still young 
at 60 years of age. 


His Remedy for Trade Dislocation 

Latterly, Dr. Leaf has been somewhat of a prophet—or rather a 
seer—whom it would be well the nation should follow. Brooding over 
the war chaos that has lingered over European affairs, he has seen that 
the principal remedy is the restoration of international friendship. 
He has had the courage to make clear his opinion that continued enmity 
against nations who fought against us will lead us to nowhere, or to 
ruin. The quotation which stands at the head of this article reveals 
his position. Even more explicit are the words he used when leading 
up to the sentences quoted above: “ Until Germany recovers at least 
a large portion of that trade which she had in 1913, there seems to be 
little prospect of our return to normal prosperity. It would follow that 
our first policy should be to help Germany on to her legs again, to bring 
her nearer to the position of our best customer outside the Empire which 
she used to hold.” The similarity between these words and some the 
Prime Minister recently published is marked. Genoa may have trans- 
lated these thoughts into concrete fact by the time these lines appear. 
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The Maintenance of Staff Goodwill 


A Test of Management Efficiency 


Ue the reality of the co-operation between the members of the 
staff depends to a great extent the success of any commercial 
undertaking. ; 

The necessity to avoid friction between travellers and the accounts 
branch is often emphasised, but this is only one direction wherein the 
element of goodwill and sympathy is essential for smooth and efficient 
working. Quite apart from its normal meaning, goodwill is a powerful 
intangible asset when it operates between employers and staff, and 
mutually between the various sections of the staff. Though it is an asset 
whose financial measure cannot be exactly determined, it will not in 
these days be denied that goodwill of the kind referred to does affect 
very materially the success of any business. 

The enlightened employer is realising these facts, and setting out 
to secure the benefits from his discovery. He is forcing the pace for 
those of slower mentality, who ought, therefore, to give serious con- 
sideration to the whole question of their relations with staff and 
operatives. 

Trust breeds trust. Unless the workers feel that confidence is placed 
in them, it will be idle to expect from them great conceptions of their 
tasks, and unselfish co-operation for the general good. Too often an 
atmosphere of suspicion is created; one man tries to succeed at the 
expense of another, and the interests of the business are placed a long 
way behind those of personal success or individual security. 


How Not to Do It 

The value of co-operation can best be instanced by an example of 
its absence. The strictures which follow are not one whit overdrawn ; 
they can be proved up to the hilt. A certain important body has a large 
staff which, owing to the nature of the work undertaken, is split into 
numerous departments located at some distance from each other. Much 
internal correspondence is necessitated. Each section has fairly well- 
defined duties. The system of control and of devolution of responsibility 
is quite all right—in theory. A casual inspection will not disclose 
anything wrong, but more careful inquiry by impartial observers cannot 
fail to reveal that the whole thing is wrong at the core. One may admit 
that the geographical conditions are liable to give an isolated and limited 
outlook, but this need not be so. ° Careful liaison work and good leadership 
should not fail to foster that team spirit which is so essential to success. 
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However, such conditions are not, in fact, present. For many and 
involved reasons an atmosphere of suspicion has been created: or, 
rather, it has grown. It pervades the place. Only men of the very 
strongest character or nerve stand out against it. The average youth 
enters full of enthusiasm to make his way in the world, and ready to 
give of his best, but after a few years’ acclimatization gradually settles 
down to do as his predecessors have, and play for safety. The exceptions 
escape by resigning before a couple of years have passed. 


Looking After “ Number One ” 


There is no attempt on the part of the senior officials to impart 
ideals of mutual help, or set examples of mutual trust and confidence 
to the staff. Instead, it is patent to the merest onlooker that the chiefs 
of departments are out quite frankly for their personal ends. If inci- 
dentally the undertaking benefits, well and good, but the first thought 
of each of them is “ number one.” If one department can do a good 
piece of business and at the same time score off another section, so 
much the better. All this, of course, goes on under a cover of surface 
politeness and goodwill, which is only occasionally ruffled by the more 
outspoken. 


The “ Safety First” Policy 

No wonder the lesser lights and the rank and file take their cue 
from the leaders, and subordinate everything to their own interest or 
safety. In the case of older men nearing pension age ambition has 
long since died, and the factor of safety is paramount in their minds. 
Bitter experience has taught such men that there is little clemency for 
one who makes a mistake, however energetic and useful a worker he 
may be. The natural result is that the officials become over-cautious 
and reluctant to exert themselves to take risks, or to do a little original 
thinking. Why should they chance losing their pension by stretching 
an old regulation to oblige some client, or by exercising discretion or 
putting in an extra ounce of energy to carry through a good stroke of 
business ? Better just stick to the rules, and let the business take care 
of itself! So another client goes away annoyed, vowing to take his 
business elsewhere. 

This makes some of the lower ranks, despite an appreciation of their 
point of view, very difficult to deal with. Each little jack-in-office 
sees the whole business from the standpoint of his few square feet of 
jurisdiction. Anyone who approaches and disturbs him, for no matter 
what legitimate reason, is offering a personal affront. And when the 
interloper wants something done, and done quickly, the sense of injury 
deepens | 
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The Staff's Jaundiced Outlook 


This stupid outlook is simply the result of long years of struggle, 
repression, and victimisation, which have pushed ahead the more 
unscrupulous and left behind the more honest, the steadier, and occa- 
sionally the slower workers to degenerate into chronic malcontents, with 
a perpetually jaundiced outlook on the world and all connected with 
their work. These sentiments are now so deeply ingrained that where 
a real live chief, fired by the perusal of welfare and efficiency literature, 
comes along and brings outside experience to bear on a serious attempt 
to mend the conditions and treat his staff like human beings, he usually 
gives up in disgust before many months have passed. Steeped in caution 
and suspicion, the lower ranks are slow to fespond, in case it may be a 
new trick of the management. They fear to take part in social events 
in case their demeanour and conversation may be noted and in some 
obscure way tell against them. So the wielder of the new broom, failing 
to secure confidence from below and being regarded by his equals as a 
fool, gradually tends to swell the army of those whose motto is “‘ Safety 
First.” 


The Moral 

The fatal results attending such a lack of method can readily be 
imagined. It is unnecessary to insult the intelligence of the reader 
by presuming to point the moral and explain the remedies. My 
purpose will be achieved if business men are impelled to a dispassionate 
self-examination, to see whether their own qualities are such as will 
inspire respect, confidence, and co-operation from the workers, or whether 
a nucleus of misunderstanding, suspicion, and discontent exists which 
may, if not checked, bring about a state of affairs like that outlined 
herein, 

J. A. D. 
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“ Some large firms have found it helpful to advance the amount of the tag to the employee ; 
recouping themselves by weekly deductions from future wages.” 


Payments “Free of Income Tax” 


Their Nature, Assessment, and Treatment in Accounts 


By E. J. HAMMOND, 4A.0.I.S. 
$ Author of “ Abacus Income Tax Tables” 


This valuable article gives a wealth of information which is of the greatest 
interest to directors, secretaries, accountants, employees, and shareholders of public 


companies, 





T basic principle of the British Income Tax is that the tax 

represents a certain proportion of an individual’s income, exemption 
from the liability to tax being granted only when the total income 
is below certain statutory minima. Hence, all income, whether salaries, 
fees, dividends, or other profits are subjected to taxation either before, 
or after, reaching the hands of the recipient. Moreover, the Income 
Tax Act, 1918, provides that— 

Every agreement for the payment of interest, rent or other annual payment 
in full without allowing any such deduction (of tax) shall be void— Rule 23, 
First Schedule. i 

The descriptive term “ free of tax ” is, therefore, quite a misnomer., 
When the expression is applied to salaries or directors’ fees it really 
means that the amount received by the individual is the net amount, 
and the tax applicable thereto is payable by the employer or the 
company. The true total remuneration is the net amount received 
plus the tax paid. When applied to dividends or interest, the expression 
indicates that the amount paid is the shareholders’ net income from his 
investment which is paid out of taxed profits, the true dividend being 
the net amount plus the appropriate amount of tax, 

As most of our readers are aware, Income Tax is not allowed as a 
deduction from profits, and a taxpayer cannot legally declare his net 
income, i.e. income less Income Tax, in his annual return to the Inland 
Revenue. The taxpayer pays (and recovers) on his gross income. 
Hence, the importance of correctly recording these transactions in 
accounts. . 

The correct usage of the term “ free of tax ” is well understood by 
all professional accountants and secretaries, but the formulae needed 
to compute the true total income are not so well known. 


The Pre-war Practice , 
In pre-war years, when the Income Tax rate was comparatively 
low, the assessment of tax-free payments was by no means uniform or 
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fixed, but, more generally, employees and directors were only assessed 
on the net salaries or fees they received, whilst companies were not 
allowed to deduct from profits the tax paid on such salaries or fees. 
Hence, the Inland Revenue received its full quota of tax. 

With the progressive increases in the Income Tax rates during the 
war periods, the injustice of assessing the employee (in receipt of, say, 
£300 salary) who paid his own tax at the same amount of duty as another 
employee who received the same salary but whose tax was paid by his 

“employer became so marked that the Inland Revenue issued general 
instructions to treat all tax on salaries, etc., as additional remuneration. 
Consequently, the assessments on employees covered the net salary 
received plus the tax paid on their behalf, whilst employers were allowed 
to charge against profits the tax so paid as additional remuneration, 
etc. Thus, the actual practice was brought into accord with the true 
nature of the payments. Moreover, the Royal Commission on Income 
Tax recommended that— 

Where a fee or remuneration is paid “ free of tax,” the Income Tax assessment 


should be based on the gross sum which is represented by the net payment actually 
made. - 


Owing to the system of personal allowances to the individual tax- 
payer, Income Tax assessments necessarily vary with each individual’s 
circumstances, and where it is necessary to ascertain the gross sum 
represented by the net tax-free payment the calculations involved are 
somewhat complex. The earned income deduction of 10 per cent 
(limited to a total of £200, i.e. 10 per cent on £2,000) conferred by the 
Income Tax Act, 1920, and the fact that the first £225 of taxable income 
is only chargeable at half the standard rate, must also be taken into 
account. The appropriate formulae are— 


1. Gross salaries from the exemption limits to the amount at which taxation 
at half the standard rate ends. 


G.S. = NS. + x Z(GS-EL). 


2. Gross salaries from the amount at which taxation at half the standard 
rate ends up to £2,000. 


GS. = N.S. + gy of £225 + x 2 (G.S. — [E.L. + £250). 


3. Gross salaries over £2,000. 


3 3.9 3 
G.S. = N.S. + 0 of £225 + 10% 10 (£1,750 - E.L.) + To(@-S-— £2000). 
4. Salaries (or Fees) under £2,000 limit, but wholly taxable at 6s. (full standard 
rate), i.e. where the taxpayer has other income which has exhausted all 
allowances other than the statutory 10 per cent deduction. 
9 


G.S. = NS. + x {5 of G.S. 
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This formula may be simplified thus— 


6 9 27 
Tax =90% I0 of G.S. = 100 of G.S. 
100 100 
Hence, Gross Salary = 007 of N.S. = 53 of N.S. 


and Tax on Net Salary = z of N.S. 


5. Salaries or Fees taxable wholly at 6s. 
20 10 


G.S. = Td of N.S. = 7 of N.S. 


6 `: 3 
Tax = T4 of N.S. = 7 of N.S. , 
G.S. = Gross Salary. N.S. = Net Salary. E.L. = Exemption Limit. 


Personal allowances (Self £135, Wife £90, First Child £36, Other 
Children £27 each, etc.) being deductible from earned income which has 
been subjected to 10 per cent deduction, the exemption limit will be 
1} ths (ten-ninths) of the total allowances plus the amount of insurance 
premiums (if any). Similarly, the last figure (£250) at the end of No. 2 
formula is arrived at by taking 4,0 ths of £225, the total chargeable at 
half the standard rate. l 

` Each individual’s circumstances must be known and the net salary 
analysed to ascertain which formula is applicable. For example, the 
exemption limit of a married man without dependants is £250. With a 
net salary of £600 he would be liable to taxation at the full rate on 
part of his salary, hence No. 2 formula applies, as, obviously, his gross 
salary is less than £2,000. The following example shows the application 
of the formula— 


EXAMPLE No. 1 




















PROOF OF ACCURACY. 

$s. d. 

Gross Salary. . . 6s 4 5 

GS. = £600 + fof £225 + $ x 4% (G.S. — £500) 10% deduction . . 68 6 5 

= 4092 158.4 S are Allowances : 614 18 — 

= £633 15s. + Fe -4 100 Self £135, Wife £90. 225 — — 

GS Taxable . . . .£389 18 - 

c. G.S. — "=, £633 15s — £135 De 

100 

£ s a 

.. 73 G.S. = £498 15s, x 100 Net Salary . . . 600 - - 
Tax payable 

r GS. = £49875 + 73 at 3s.. . . 33 15 - 

£164 18s. at 6s. . 49 9 5 

= £683 4s. 5d. ° ———- 

Total Salary. . .£683 4 5 
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Directors’ Fees ‘‘ Free of Tax” 


The Income Tax Act, 1842, Sec. 146, and the 6th Rule of Schedule E, 
provided that, with regard to salaries, fees, etc., of any office or employ- 
ment of profit held under any corporation or company, the Income Tax 
thereon “ shall be detained and stopped out of the same by the paying 
officer.” Hence arose the practice of deducting tax on directors’ 
fees ; when the quarterly or other periodical payments were made, the 
tax was deducted and a cheque for the total deductions sent to the 
Income Tax authorities. Where directors were entitled to abatement, 
claims for rebate had to be personally made by the director concerned. 
But the Income Tax Act prescribed no penalties for non-compliance 
with the section quoted above, so its provisions were not always observed. 
Many companies paid the fees and the directors were personally assessed 
to tax, thus avoiding claims for rebate. 

Prosperous companies wishing to give practical recognition of their 
directors’ successful management instituted the practice of paying fees 
“ free of tax,” a device which has been widely adopted. The companies 
who had hitherto deducted the tax then paid the fees in full and remitted 
to the Inland Revenue the tax on those fees calculated at the current 
rate in force. But companies who formerly paid the fees in full either 
gave the directors an additional cheque for the tax on the net fees, or, 
alternatively, asked the directors to forward the collector’s demand note 
for payment by the company. In the last-named instance, the company 
reaped the benefit of abatements, lower earned rate, etc. 


Their Legality 


In some quarters, the payment of directors’ fees “ free of tax ” has 
been vigorously attacked, as it commits the company to an unknown 
and undefined liability, owing-to fluctuations in the rate. The Company 
Law Amendment Committee appointed by the Board of Trade in 1918 
recommended that “it should no longer be allowed.” Formerly, the 
practice was to vote the fees “ free of Income Tax,” but it is now usual 
for the Articles of Association and/or the resolutions passed at annual 
meetings relating to these fees to be worded as follows— 


-The remuneration of each director shall be at the rate of such a sum per annum 
as after deducting therefrom the Income Tax which shall from time to time be 


The legality of the above (and similar) clauses has been questioned 
(see Rule 23, quoted on p. 123), but the Courts have decided in their 
favour. In a recent case, a deed contained a covenant for the payment 
of “ such weekly sum as will after deduction of tax amount to £260 per 
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annum.” It was held that the covenant did not contravene Rule 23 and 
was valid. Lord Parker stated, in another case— 
That there was nothing in the Act to invalidate the creation of an annuity 


such that after deduction of Income Tax for the time being it will amount to 
a fixed sum. 


It seems, therefore, that tax free payments have come to stay. 
The Modern Practice 


In more recent years, where it was recognized that the tax-free fees 
involved the payment of additional remuneration, the assessment was, 
generally, on the gross sum represented by the net payment. With the 
tax at 6s. in the £, the practice was to add # ths (three-sevenths) to the 
net fees, and the additional amount was paid to the Inland Revenue or 
to the director, when the latter was directly assessed. 

A correspondent, however, asks whether the “ earned income” 
deduction of 10 per cent introduced by the Finance Act, 1920, should 
not be taken into account. The reply appears to be that it depends 
upon the arrangements made between the company and its directors. 
Moreover, where a director is also in business on his own account, he 
would naturally arrange for all deductions and allowances to be applied 
to his own business assessment. Some companies claim the benefit of . 
all deductions, but, in most instances, abatements, lower rates, personal 
allowances, etc., are treated as the private affairs of the director, and 
the company pays tax on the full amount.at the fullrate. The following 
example makes it clear— 


EXAMPLE No. 2 











CompPany’s PAYMENTS. ASSESSMENT. 
To Director: Net Fees . £700 Total Fees . . . . Bh 000 
Add three-sevenths . . 300 10% Deduction. . . 100 
Total Remuneration . . £1,000 j £900 
com y pays tax on £1,000 at 6s. Tax on £900 at 6s. = £270. Director 
0, either to the d Revenue gets a rebate of £30 when company 
or to the director. pays direct to the Inland Revenue or, 


alternatively, receives {300 and pays 
£270. 





In the abové example it is assumed that personal allowances, etc., are 
adjusted on other income. 


Where the company wishes to claim the benefit of the 10 per cent 
deduction (but not the personal allowances), formula No. 4, given on 
page 128, is applicable. 
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The Different Methods of Assessment 

The various methods in which tax-free fees are dealt with may be 
thus summarised— f ; 

1. The company pays £700 to the director and £300 direct to the Inland 
Revenue; the director making a claim for rebate where he is so entitled. 

2. The company pays £1,000 to the director, leaving him to make his own 
return for assessment and pay the tax thereon. 

8. The company pays £700 to the director; advises the Inspector of Taxes 
that the fee is payable “free of tax,” and asks for the demand note to be sent 
to the company. 

4, The company pays the director £700 and, in the Return of Fees to the 
Inspector of Taxes, states that amount as the current year’s fees. The director 
is personally assessed and the company refunds to the director the amount of the 
tax collector’s demand note. 


When the last method is adopted, in the second year’s “ Return of 
Fees’ the company would state the fees as £700 and also enter in the 
column for bonuses or other fluctuating emoluments the amount of the 
tax paid on the first year’s fees. Successive years’ assessments would 


then be as follows— 
EXAMPLE No. 3 











ASSESSMENT. Tax PAYABLE, 

é f s. d. 

Ist year... On Fees . . . . . «. . «. « 700 210 - - 
Qnd year. . On Fees . 2. 1. 7 1 wee 700 210 - —- 
(a) On previous year’s tax . . . . 210 63 - — 

Srd year. . - On Fees . 2. . a see ee 700 210 —- - 
(a) On previous year’s tax . . . . 273 8118 - 

4th year . On Fees . o . oe «ss a 700 210 - - 
(a) On previous year’s tax . . . . 292 87 12 - 








(a) Supplementary assessments on previous year’s tax. 

To simplify this example, the statutory deduction (10%) and allowances have 

been ignored. Tax is calculated at full rate (6s.). 

This method appears to favour the taxpayer, but the advantage is 
only temporary as the supplementary assessments on the previous 
year’s tax progressively increase in successive years. Moreover, in the 
event of the director resigning, there would be a supplementary assess- 
ment in the year following his resignation for the tax on the fees of his 
last year of office. Where the company wishes to obtain the benefit of 
the 10 per cent deduction, allowances, etc., this method appears to be 
more suitable; but, obviously, it will depend upon the intentions of, 
and the arrangements made by, the parties concerned. As previously 
stated, the more general practice is for the company to pay the full tax 
on the full amount. By so doing, all the directors are placed on an 
equality with each other. 


Employees’ Salaries ‘‘ Free of Tax” 
Fortunately, owing to the thrée years’ average system, under Schedule 
D, being applicable to employees of private firms, the complex formulae 
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given on pp. 124-5 are rarely required. Where the average is strictly 
applied, the first year’s assessment is made on the current year’s salary 
plus tax thereon ; for the second year, on the previous year’s salary plus 
tax paid; for the third year, the average applies. To illustrate the 
procedure, take the case of a single man (without dependants) receiving 
a tax-free salary of £200, £220, £240, and {£260 in successive years. 
The assessments will be— 


EXAMPLE No. 4 























TAX-FREE ASSESS- Tax 
SALARY. Basis OF CHARGE. MENT. PAYABLE. 
Ist year (xP, of £200 — £135) + (M of tax thereon) = i : d a 
£200 = {45 + sf, of £6 15s. 13 2 
oe Ip of (£200 + £7 13s. 2d.) — £185 51 17 10 715 8 
ord year Ne (£207 13s. 2 £227 15s. 8) _ g135 iosi NET 
ae al a 1 poi a 10d. ‘aie ) - 21 7 7 6 | 1011 1 





Tax is calculated at half the standard rate (3s.). 


In many cases, however, the practice is to apply the average only to 
the three previous years’ salaries, supplementary assessments being 
made for the previous year’s tax. This arises through the employers, 
when making the annual returns. of salaries, entering the net amounts 
paid as the actual salary, and showing the tax payments separately as 
additional remuneration by way of bonus or fluctuating emoluments. 
Taking the figures given above as an example, the first four years’ 
assessments will be— 


EXAMPLE No. 5 





























TAX-FREE ASSES- Tax 
SALARY. BASIS OF CHARGE. MENT. PAYABLE. 
Lo a 
£ s.d. s. d 
lst year ~ of £200- £135 45 - - 615 - 
£200 
2nd year (a) % of £200 — £135 (a 45 - - 615 - 
£220 (b) yy of £6 15s. b) 6 1 6 -18 1 
3rd year (ay 2. of 200 + £220) piss (a)54 - -| 8 2 - 
£240 10 2 
(b) ~, of £7 13s. 1d. (8) 617 9| 1 -8 
4th year (a) 9 og [4200 + £220 + £240) _ gs |(2) 68 - -| 99- 
os : t) 8 45| 14 
(b) ws of £9 2s. 8d. ; (0) 
(a) Current year’s assessment. (b) Supplementary assessment on previous 


. year’s tax. Tax is calculated at half the standard rate (3s.). 
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This method appears to yield some advantage to the taxpayer over 
the former method, but the advantage is more apparent than real. 
The supplementary assessments are charged on the balance of the 
previous year’s income, and thus, if the employment ceased at the end 
of the fourth year, there would still be an additional assessment in the 
fifth year on £10 13s. 8d. the balance of the previous year’s income. 

These examples illustrate the underlying principles. The actual 
assessments will vary in accordance with circumstances. Thus, where 
the annual accounts are made up to 31st December, the tax on the first 
year’s salary will be payable in January and July of the second year’s 
employment, and the first supplementary assessment may not be made 
until the third year. 

Under the average system, taxpayers are entitled to be assessed on 
the average of three years ending 5th April, or the prior date on which 
their accounts are usually made up. Employees rarely keep accounts, 
but where they do, the benefit of this rule may be obtained. Such an 
instance came under the writer’s notice a few years ago. A certain 
firm made up their accounts to 3lst March, but one employee kept 
private accounts made up to 31st December, and tendered his Income 
Tax return accordingly. The surveyor of taxes wrote— 

It is observed that your return for assessment does not agree with your 
employer’s return of salary paid to you. Will you please explain ? 

This elicited the following reply— 


The Income Tax Acts provide for assessment on the taxpayer’s own accounts 
and my return is based on three years’ average to 31st December last. As I keep 
my own private accounts, I claim the right of assessment on them. I shall be 
happy to forward my books for your inspection, if you so desire. 


Needless to add, the surveyor accepted the employee’s return. 


Assessments on Employees of Limited Companies 

The assessment on the majority of employees of limited companies 
(although under Schedule E) also are more usually based on the three 
years’ average, but the practice is not uniform. In many instances, 
assessments are made on the previous year’s salary plus tax. The latter 
method is sometimes adopted for the chief officials (Secretary, Accountant, 
Managers, etc.), but, more usually, their assessments are based on the 
current year’s salary plus last year’s tax. Generally, two assessments 
are made, one for the current year’s salary and a supplementary one 
for the previous year’s tax, in similar manner to that shown in example 
No. 3. 

The “ minor ’’ employees of limited companies are not always aware 
that they can claim the bendfit of average; they are misled by the 
fact that the Schedule E form’ does not mention it; they thus make 
incorrect returns and tax is paid on a larger amount than is strictly 
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required. To remedy this, the secretary of one large company issued 
yearly to employees a note in the following form— 


INCOME TAX. YEAR 1921-22 
Your salary, etc., for the past three years has been as follows— 


YEAR ENDED 


31st December, 1918 
31st December, 1919 
31st December, 1920 








This yields an average of £ s. d., which is the amount you 
should enter in your Income Tax return for the year ending Ist April, 
1922. 


If any inaċcuracy exists in the above figures, please advise the 
Secretary immediately. 

The company’s annual returns of salaries, etc., to the Inspector of 
Taxes should show in separate columns the net salaries paid and bonuses 
or other fluctuating emoluments; the payments for tax being entered 
in the latter column. 

When the employer takes the benefit of the family allowances for 
wife, children, etc. (which the legislature intended as a relief for the 
married men’s responsibilities), the payment of salaries “free of tax” 
has occasionally led to some injustice to married men as compared with 
single men. If the employer is agreeable, this may be remedied in the 
following manner. Instead of paying the employee’s Income Tax demand 
notes, an “ Income Tax bonus ” is paid half-yearly (on Ist January and 
Ist July), based on the employee’s salary but deducting the general 
abatement (£135) only. Thus, an employee receiving {300 p.a. also 
receives half-yearly a cheque for £10 2s. 6d. made up as follows— 


£ £ £ s d. 

Salary . . 300 Tax £135 at 3s. = 20 5 - 

10% deduction . i 30 mn 
Abatement . . 1385 165 

Taxable . . £135 Half-yearly . . . £10 2 6 





Strictly speaking, these employees’. salaries are not paid “ free of 
tax,” as the amount of the bonus cheque does not coincide with the tax 
collector's demand note. But all employees are placed on an equal 
footing, and, moreover, the employees themselves get the benefit (where 
applicable) of allowances for wife, children, life insurance premiums, etc. 
` Also, they are not obliged to disclose their personal circumstances to 
their senior officials or employers—a point on which some employees 
are hyper-sensitive. This method, however, is somewhat more costly to 
the employer. a ve en re 
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Workers’ Wages “ Free of Tax” 


In BUSINESS ORGANISATION for December, 1920, reference was made 
to the initiation, by a Leeds firm of clothiers, of the payment of workers’ 
wages free of Income Tax, owing to the demand notes for tax fostering 
the “ ca’ canny ” habit. It seems incredible that workers should sacrifice 
17s. to avoid payment of 3s. tax, but the root of their discontent lies 
more probably in that the weekly expenditure budget of most workers 
just balances their weekly income. Additional earnings are often 
devoted to extra home comforts or pleasure. The tax collector’s demands 
cause some embarrassment to the thriftless, whilst the thrifty resent 
having to withdraw their savings; an embarrassment and resentment 
often shared by others higher in the social scale. The experience of 
the firm mentioned was that the extra expenditure incurred was more 
than repaid by the increased production. : 

Workers’ wages are assessed on a quarterly basis, hence, where 
employers commence to pay the wages “ tax-free,” the first quarter’s 
returns for assessment will be the actual wages paid, whilst the second 
(and succeeding) quarters will be the actual wages for the period plus 
the tax on the previous quarter’s wages. 

Most workers are ignorant of Income Tax procedure, and it will be 
found productive of harmonious relations if the secretary, or one of 
the senior members of the staff, arranged to give employees the needful 
help in correctly completing the returns and seeing that all allowances 
available are claimed. 


Tax Paid by Employer but Recoverable 
_ Some large firms have found it helpful to advance the amount of the 
tax to the employee ; recouping themselves by weekly deductions 
from future wages. The Marconi Company has such a scheme available 
for all grades of employees. The company pays the tax on Ist January 
and 1st July, provided that the employee lodges the tax demand note 
with a written request to the company to pay, and authorises deductions 
to be madesin instalments from salaries during the ensuing six months. 
When the demand note is not lodged till February, instalments are spread 
over five months, and so on. If the employee leaves the company’s 
service before repayment is wholly completed, the company is authorised 
to deduct the balance outstanding from the final payment of salary. 

The London County Council has recently adopted a similar (optional) 
scheme, but the instalments are payable in advance. Thus, for the tax 
due on Ist July, the instalments are deducted from salaries January to 
June inclusive. Where the assessment is not known, the deductions are. 
based on the previous year’s assessment, and any adjustment necessary 
is made on the final instalment.” The benefit of these schemes lies in 
the fact that the tax is paid in easy instalments. 
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Dividends “ Free of Tax” 


Primarily, the deduction (or non-deduction) of Income Tax is purely 
one of domestic concern between a company and its shareholders ; the 
company being assessed to Income Tax on the profits shown in its 
accounts. All dividends are thus paid out of profits which have borne 
taxation. 

Legally, the position appears to be that, whilst Income Tax on 
debenture interest or preference shares must be deducted, the residue 
of the profits belong to the ordinary shareholders and, therefore, 
“ ordinary ” dividends may be declared “ tax-free.” In order to make 
the company’s shares or debentures more attractive to the investing 
public, the principle of tax-free dividends has been extended, of recent 
years, to debenture and preference shares. To make this legally effective, 
however, the company’s Memorandum or Articles of Association must 
contain suitable provisions. Alternatively, the resolutions of the com- 
pany by which the debentures or preference shares are created must 
contain the necessary authority. In other words, the ordinary share- 
holders must consent to the holders of prior charges receiving their 
interest or dividends tax-free. 

Debenture interest is payable whether the company earn profits or 
not, and in those instances where the company has no taxable profits 
but has paid debenture interest “ free of tax,” the company will be 
required to account to the Inland ‘Revenue on the gross sum represented 
by the net payment to the debenture holders, viz., 42 ths (ten-sevenths) 
of the total net income. For example, the tax chargeable on a tax-free 
distribution of £7,000 is on £10,000 at 6s. = £3,000. 


Treatment in Accounts 

The Income Tax on “ tax-free ” fees, salaries, etc., of directors and 
employees being in the nature of additional remuneration, such pay- 
ments should be charged to Directors’ Fees or Salaries Accounts. Where 
the payments have been debited to Income Tax Account the latter 
account should be adjusted by transfers to the relative accounts. 

With regard to dividends, when the tax is deducted, the correct 
procedure is to charge the full dividend to the Profit and Loss Account, 
crediting a like amount to the Dividend Account. The latter is debited 
with the total net payments to shareholders, whilst the tax deducted is 
transferred to the credit of Income Tax Account. Although not usual, 
a similar procedure should be adopted with tax-free dividends. 

The object of accounts being to record different classes of expenditure 
separately, it is submitted this can be effected accurately only when the 
tax-free dividend is raised to its true total and the Income Tax account 
` reduced to the net amount actually botne by the company. 

Similarly with tax-free dividends on investments. The accounts 
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should record full details of the gross dividend, tax, and net payment 
received, whether the dividend is tax deducted or tax-free. . 

Shareholders entitled to claim repayment of Income Tax should— 
where tax-free dividends are concerned—base their. claims on the gross 
sum represented by the net payment. Thus, a £10 net dividend has 
contributed £4 5s. 84d. to the revenue, and a claimant is entitled to be 
repaid that amount. In this connection the table printed below, 
extracted from the writer’s “ Abacus” Income Tax Tables (Pitman), 
will be found useful in assisting the taxpayer to “ render unto (and 
reclaim from) Cæsar ” that just measure which the law desires. 


INCOME Tax oN NET DIVIDENDS 


t| 0 1 e | a |a |] e | ? 8 9 | 


Pa a £s 4] £84) ES d s. d. s. d. £ 
0 nea Fal 17 1) f $34 Tua E S bal fii 51|) 3 
7 
1 





[a 




















£ soda.) £ 5. d. 
8 et 3.17 179 
714 34 8 210 
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10| 4 5 8% 414 34 5 2107 Bil 5| 6 - -| 6 8 6 617 17 5 

so} 811 841 9 - -| 9 8 6 917 17110 5 841014 34 11 2 1041 1 S712 ~ -|12 8 6429 
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To use the table, when requiring the tax on any amount, first look 
for the tens in the left-hand vertical column, and then follow the line 
horizontally across the table until the desired figure is reached, when 
the intersection will give the tax required. The complete tables contain 
similar squares for amounts under £1; £100 to £1,000, and £1,000 
upwards, enabling the user to find the tax on any amount from Id, 
to £11,000, either on gross or net payments. 
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EXAMPLE FROM ABOVE TABLE 


s. d. 
Net Dividend . . » UW -= - 
Tax thereon (Second line, column 5) - . 6 8 68 


“Gross Dividend (to nearest penny) . . . £21 8 7 








A practical system of checking departmental purchases, by which the grave risks of 
over-buying may be avoided, is here outlined by a wholesaler of wide experience. 


Watching Departmental Buying 


By Frank NUGENT 


Cee buying has been “the order of the day” in practically 

every wholesale and retail house of any importance in the country 
for months past. The necessity of “ hand-to-mouth ” buying has been 
especially noticeable in most houses at the last stocktaking (end of 
December with most wholesalers). Those houses holding large stocks 
have been severely hit, as owing to the big drop in prices which has 
occurred they are in the position of having to dispose of many lines 
at a loss. 

As far back as March of last year instructions were given to buyers 
to restrict their purchases, and where these were strictly carried out 
the result was a small stock at the end of the year and the happy position 
of being able to replenish at the lower prices ruling. 

It may be that a considerable time will elapse before this restricted 
buying order will be rescinded, consequently it is essential from a 
thoroughly business standpoint that the management in any firm should, 
in addition to giving the necessary instructions to their buyers, have in 
force a system which ensures that such instructions are strictly carried out. 


Methods of Over-Buying 


Even in normal times many buyers fail to keep that necessary watch 
on purchases which are essential if stocks are not to get out of hand. 
In certain houses, department buyers are given a maximum amount 
up to which they may carry stock. Such an amount may at certain 
times of the year be increased by special permission of the management. 
Unless, however, a close check is kept by the counting-house on depart- 
mental purchases there is a manifest danger that stock will get too high. 
When a buyer finds during the month that he is exceeding his maximum 
figures there is a tendency (and this is no unusual method of procedure 
on a buyer’s part) to hold up invoices which should have gone through 
the books for, say, February, until March. If March figures are reaching 
the maximum before the end of the month, March invoices are held up 
until April, when they are passed through to the counting-house. Of 
course, at the end of the year, or at whatever time stock is taken, the 
whole of a department’s invoices will have to be passed through, other- 
wise the buyer would be acting dishonestly. if any invoices were held 
up over stocktaking, unless, of course, such invoices represented goods 
not taken into stock, and, in addition, such invoices were declared to 
the counting-house for a necessary record to be taken. 

Another method by which buyers purchase beyond the limit given 
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to them is to ask the manufacturer to date goods forward. A buyer 
will make a purchase of, say, £300 worth of goods, and offer to take at 
once (on Ist March) subject to the invoice being dated Ist May. 

The buyer in this way has two months’ sale of the goods, yet his 
stock purchased during March and April is shown at £300—in respect 
to this one instance alone—below his actual purchases. . 

One will see from this how easy it is for a buyer to be making purchases 
well above the amount allotted to him. His intentions may be strictly 
honest, but he may be putting his firm in for liabilities which they may 
have a difficulty in meeting. Many buyers have gone on the lines indi- 
cated, expecting that by increased sales matters will adjust themselves 
prior to the stocktaking period, only to find the reverse to be the case, 
and, with a falling off in trade, they have been saddled with heavy 
. stocks, part of which could not be taken in at anything like cost price. 
Some of the large retail houses, in order to keep a watch. on buyers’ 
figures, sent out circular letters to the wholesale houses giving a maximum 
amount for which they would be liable as regards any one order, and 
further stating that orders given in excess of this amount, say, £100, 
must bear a director’s signature. Such precautionary measures are not 
sufficient nowadays. What is to prevent a buyer giving an order for 
£450 (where the limit is £100) and instructing the wholesaler to deliver 
five lots of Jess than £100 each parcel ? 


An Effective Check System 

In dealing with the whole matter it will be fairly obvious that the 
only satisfactory watch on purchases must come from the counting-house. 
Instructions might be given to buyers to report on certain purchases or 
to send down particulars of post-dated parcels, but how is one to know 
that these instructions will be carried out? The system to adopt is 
that every invoice, before it is passed into the department, shall be so 
marked that the counting-house are able to tell the date upon which such 
invoice was first received. 

As the invoices are received from each post they are sorted into 
departmental order. Suppose that for the hosiery department there 
are fifteen invoices which are received 25th March. ` 

‘These are numbered consecutively, say, from 128 to 142, and are 
entered in the office book, under hosiery department, as follows— 


Date. No. . Amount. ` 

sS. d. 

25th March 128 132 16 4 
is ie 129° 33 5 2 
‘i y 130 a 14 19 7 
me, ti "131 28 13 9 
” , 132 325,16 4 

&c., &c. &e., &e. 








Watching Departmental Buying 


A memo. book is used for each department, and after being entered 
in the office “ Record ” Book, invoices are passed to the respective 
departments. After being passed by the buyer and entered in his book, 
the invoices are forwarded to the counting-house, and as they are received 
they are struck off the office Record Book. Seeing that every invoice 
is numbered, this is very easily and quickly done. Thus it is possible 
to see that every invoice which has been sent to a department has been 
passed down to the counting-house and that no invoices are held over. 

It would soon be discovered, in marking off these invoices in the 
office Record Book, if, say, Nos. 129 and 131 were missing, and in such 
a case enquiry would at once be made in the department concerned as 
to why these invoices had been held over, and a proper explanation 
would have to be forthcoming. Suppose a seven days’ maximum be 
allowed in which to pass invoices, the Record Book would be checked 
on 2nd April and all those invoices entered prior to the 25th March 
would either have to be passed down or adequate reason given for their 
being held in the department. 


Advantages of the System 


By this method of numbering invoices and noting amounts in the 
office Record Books for each department, the counting-house is able to 
ascertain at any time the total purchases made, and, where purchases 
are being made in excess of the maximum, can bring the matter promptly 
before the management. 

This method of watching purchases I have found most satisfactory. 
Each buyer, knowing that a careful watch is being kept on his figures, 
exercises very great care to see that he does not exceed his maximum. 
Further, should he specially wish to make a purchase which would 
exceed his limit, he must bring the matter before his directors and 
` secure their sanction before placing the order. 

Unless a check system is in force, there is always a danger of over- 
buying on the part of departmental heads, with the not infrequent 
result of unwieldy stocks and heavy losses at the end of a season. 

The method outlined practically compels a buyer to take the very 
greatest precaution in making his purchases. 
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Salaries and Wages Books 


By W. REGINALD BRAY 


T recording of the payment of Salaries and Wages is very often a 
neglected feature of accountancy, and many of the books on sale at 
the stationers are useless when put into actual practice. 

My own contention is that the Salaries and Wages Books should be 
made part and parcel of the double entry book-keeping in conjunction 
with the National Health and Unemployment Insurance contributions. 

So soon as the actual amount of Salaries or Wages and Insurance 
stamps required has been ascertained, one cheque should be drawn, and 
this will be referenced to the Salaries Book as an ordinary posting. On 
the other side the Salaries, etc., will be analysed according to the require- 
ments of the business and the various totals will be posted to the debit 
of the various Impersonal Ledger accounts. This book will, of course, 
be kept by a confidential clerk, and will be under lock and key. 

At the end of the book, or if more convenient in another book, should 
be kept a record showing the exact remuneration paid to each member 
of the staff for the year ended 31st March of each year, this being the 
most convenient date nearest the end of the Government’s financial 
year, viz., 5th April. 

Herein will be tabulated all those on the staff, except weekly wage- 
earners employed by way of manual labour, whose wages must be returned 
each quarter, viz., on the 5th April, 5th July, 5th Oct., and 5th Jan., 
or, say, 31st March, 30th June, 30th Sept., and 31st Dec. 

There will, therefore, be two sections in this book—yearly payments 
and quarterly payments. This book will be most useful when making 
up the Returns of Salaries and Wages which must be forwarded to the 
Inspector of Taxes. 


` (4) RULINGS FOR YEARLY PAYMENTS 
(Monthly Staff) 


MONTE. Brown. | Jones. | Green. | Day. Lee. | James. | Peck. 


























November. . . . i 

December AE &, Se . i 
—— ~— | 

TOTAL SALARIES, &C | | 
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(B) RULING FOR YEARLY PAYMENTS 
























(Weekly Staff) 
WEEK . | Cooper. | Poole. | Roberts. Clark. | Skinner 
Ist 
52nd. ww wl, 
m 
TOTAL SALARIES, &c. 


(C) RULING FOR WAGES PAID TO WEEKLY WAGE-EARNERS 
BY WAY OF MANUAL LABOUR 


The same ruling as B only that it will be ruled off at the end of 13th week, 
26th week, and 39th week, and by deduction the last three quarters can readily 
be ascertained. 


~ This book can be elaborated by allowing space for additional informa- 

tion required by the Inspector of Taxes in respect of these quarterly 
returns, but it is a matter to be decided by the owner of the business 
whether this is essential or not, it is, of course, much better to have the 
information which will be ultimately required all in one book. 

The details required are as follows— 

(1) Full name. 

(2) Residence. 

(3) Description .of employment. 

(4) Works number. 

(5) Full wages before any deduction including overtime, bonuses, etc. 

(6) Dates employed “ from and to” if not employed for the whole 
quarter. 

Only those persons receiving £37 10s. or over per quarter need be 
entered in this book. 

Returning to the subject generally, if it be argued that where there 
are hundreds of hands employed it would be too much to record in one 
book, this can easily be got over by having separate Salaries and Wages 
books for each department, and in that case separate cheques drawn 
for the total of each, and in addition a separate book with rulings “ A,” 
“B” or“ C” in it as required. 

An example of the working of the double-entry Salaries Book is 
shown in the illustration, the headings im the analysis of which must be 
altered as required. 
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Salaries and Wages Books 


From this example it will be seen that the total payment is £13 3s. 64d., 
which is referenced to the entry in the Cash Book as a posting, the totals 
of the analysis of this figure being in turn posted to the debit of the various 
Impersonal Ledger Accounts as analysed. 

The first five columns have nothing to do with the book-keeping, 
and are called Memo columns. j 

The following points will be useful to note— 

When paying the staff follow Memo (1) for it gives the exact amount 
to be paid after deduction of Insurance and Unemployment contributions. 

Memo (2) shows the amount deducted from the remuneration of each 
member of the staff, and will be useful for reference should there eyer 
be any error. , 

Memo (3) shows the actual remuneration paid to each member of 
the stafi—gross. ' 

Memo (4) shows what it costs per week for the employers’ contribution 
towards State Insurance and Unemployment. 

Memo (5) shows the exact amount of insurance stamps which must 
be purchased for stamping the cards. 

There will be no doubt many persons who will argue that it is im- 
. possible in certain cases to ascertain the exact amount of money required 
to be withdrawn from the Bank for the “ Total Payment.” This difficulty 
can be easily got over by (taking the example given on page 140) drawing 
£15, the book is then completed as per illustration, and £1 16s. 6d. is 
paid into Bank which is REFERENCED to THIS Boox to complete double 


entry. 





# %* # 


“The Libraco Anti-Waste Journal ” 


WTE the object of stimulating the use of the most efficient and economical 

methods for office and factory records and accounts, and of causing 
investigation into the merits of their Card System, Libraco, Ltd., the Libraco 
Anti-Waste Journal, will forward a copy to any applicant who applies on busi- 
ness letter paper. The journal clearly explains the various purposes for which 
the Libraco Card System is specially adapted, and illustrates its advantages in 
indexing, envelope addressing and circularising, and in other forms of publicity. 
Applications for copies should be addressed to Libraco, Ltd., 62 Cannon Street, 
London, E.C.4. i 
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An “Ideal” Bills Receivable Book 


By J. S. NEWTH 


N many businesses the Bills Receivable Book is used as much, if not 

more, than the Cash Book. Most companies carrying on an overseas 

trade will receive about 75 per cent of their incoming cash in the form 
of Bills of Exchange. 

It has been my experience that many Bills Receivable Books are 
not nearly as convenient as they might be. In some cases the task of 
finding the total of Bills outstanding is a clear hour’s work, and the 
interest received and charges paid are frequently very badly shown. 
Further, it is very often quite impossible to prophesy, basing the prophecy 
on the Bills Receivable Book, how much cash can be expected in any 
particular month from the Bills already drawn. 

I have therefore endeavoured to outline here an “ Ideal” ruling 
for a Bills Receivable Book, embodying all the good features already 
in existence and introducing others to clear up the difficulties and 
obscurities left by many of the books in use to-day. 

A glance at the accompanying diagram will give the reader an idea 
of the scheme. Lettered columns are plain; those numbered are ruled 
for cash. It will be noted that the rulings are subdivided under three 
heads: Particulars, Amount Due, Amount Paid. 

The sub-division columns under “ Particulars” are not out of the 
ordinary and merit no special attention. Column D can be used either 
for the date of acceptance or, if documentary Bills, for the date of 
acknowledgment by the bank. ' 

We have next the “ Amount Due” to consider. We have here 
eleven columns, Ot the first three there is nothing worthy of note, 
but columns 4-11 are arranged so that the amount of the Bill is extended 
under the month in which it becomes due. To have a column for every 
month in the year would be too extravagant of paper, so eight columns 
only are used These will be sufficient for all Bills from “ Sight ” to 
“Six Months,” with an extra column for any Bills drawn at longer 
periods, or for a Bill retired beyond the limits of the original six months. 
As no headings can be printed for these columns, they are left blank 
and filled in with the names of the six months next ahead with the 
current month first. Thus, in January, the columns would be headed 
January, February, March, etc., up to July. At the end of each month 
the first one drops out, so in February the headings would be, February, 
March, April, etc., up to August. The last column of this section 
(No. 11) is permanently marked “ Sundry Months.” 
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We now come to the most important section: “ Amount Paid.” A 
section which in many Bills Receivable Books is omitted entirely, except 
for columns J, K, which are the usual ones for ‘‘ Date of Payment ” 
and “ Cash Book Folio.” 

The next group consists of three columns. The centre one (No. 13) 
is for the entry of the actual amount of Cash acknowledged by the Bank, 
i.e. the net proceeds of the Bill, and the other two, each of which is sub-- 
divided into two, are, one for Charges Paid, Loss on Exchange, etc., the 
other for Interest Received, Profit on Exchange, and similar entries. 
These columns are divided to allow for the entry of particulars. Then 
any difference there may be between the “Cash Received” and the 
“ Actual Amount of Bill ” as drawn, must be shown in one of these two 
columns, so that when the entry is complete the two sides ‘‘ Amount 
Due” and “ Amount Paid,” exactly balance, “ Charges ” being added 
to, and “ Interest ” deducted from, the amount of Cash Received for 
the purpose of the balance. 

If the Bill is discounted, the Cash Received is entered in the appro- 
priate column, and the. amount of Discount charged under “ Charges, 
etc., Paid ” designated Discount. 

These columns are followed by another group of three columns, 
subdivided as before into “ Cash Received,” ‘ Charges, etc., Paid,” 
“ Interest, etc., Received,” the group being headed “ Monthly Totals.” 
A further column is headed “ Cash Book Total,” and the remaining 
space is left for “ Remarks. 

The method of entering up a Bill Book as described above is, with 
the exceptions mentioned; exactly in accord with that existing to-day 
for other systems. Bills are entered as drawn, and when payment is 
received the particulars are entered opposite those relating to the 
drawing of the Bill. 

At the end of the month, which we will assume to be the first month 
of the year, January, the “ Amount Due” columns are ruled off and 
added, the total being entered below them. The ‘‘ Amount Paid ” columns 
are added but not ruled across, and the total, instead of being entered 
at the foot of the column added, is extended into the appropriate column 
under “ Monthly Totals.” Here the “Cash Received” must exactly 
agree with Bills Receivable column in the Cash Book, as proved by the 
Bank. Also “Cash Received ” less “ Interest, etc., Received,” plus 
“Charges, etc., Paid,” must exactly equal the total of Bills due in 
January less any not met. The same-three columns adjusted in the same 
way and deducted from the total of Bills drawn during the month will 
give the total of Bills outstanding. 

Under “ Monthly Totals,” in¢he “ Charges ” and “ Interest ” solum 
will appear the totals which, whef dissected, can be posted to the Private 
Ledger accounts concerned. 
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In the one remaining column, “ Cash Book Total,” we enter the total 
of Cash Received on account of Bills Receivable as per the Cash Book. 
The reason for this will be shown later. 

The next month’s entries are made in exactly the same way. As 
described above, January now drops out, February is moved up into the 
first column, and all the months are moved up one, and August is brought 
in as the sixth month. The totals of Bills already drawn to fall due in 
any one month are carried forward to the new column. 

At the end of the second month the columns are totalled as before, 
except the “ Amount Paid” group. Here we find that entries have 
been made, in respect of Bills paid in February but drawn in January, 
back in the part that has already been added. As these Bills cannot be 
singled out and added, the whole three columns must be added from the 
beginning of the year and the totals extended into the “ Monthly Total ” 
column. Then the total of Cash Received in February can be found by 
deducting the amount received in January. The total thus found can 
be agreed with the Cash Book and, with the adjustments for Interest 
and Charges, with the total of Bills outstanding. 

This process is repeated at the end of every month. The “ Amount 
Paid ” group is added from the beginning of the year and the total 
entered in the “ Monthly Total ” column, with the total for the month, 
as per the Cash Book, in the column beside it. 


Proof Against Fraud 

This method might be thought liable to fraud, as the Bills met in, 
say, January, once being checked could be altered, and thus the total 
inflated or deflated without fear of detection. Here we sce the use of the 
Cash Book Totals. As this column shows the total of cash received each 
month and the “ Monthly Totals ” column shows the total up to the 
end of the-month, reckoning from the beginning of the year, the monthly 
Cash Book totals would, when added, equal the total to the end of the 
month, and are therefore an efficient check upon it. Thus, at the end 
of the year the twelve Cash Book totals, when added, should exactly 
equal the “ Monthly Total ” up to the end of December. 

At the end of the year it would be advisable to re-write the entries 
relating to all outstanding Bills, entering those overdue as being due in the 
first month, by which means an absolutely clear start would be secured. 

This form of ruling has several advantages over many of those in 
present use. 

` The most important is that the Book can be made to “agree” of 
itself without reference to the Private Ledger. The information is so 
readily available that it would be wise to have a “ Reconciliation ” 
every month with the Cash Book and the Bills outstanding, in just the 
same way as the Cash Book itself is reconciled with the Bank. 
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It is, of course, admitted that this system has difficulties. The space 
required is not extraordinary. Allowing 2ins. for “ Remarks,” the 
ruling occupies only 31 ins., so that each leaf of the book from binding 
to edge would measure 15} ins. 

Other difficulties might occur in practice, but there is no doubt 
that this method if carefully used, would be a tremendous advance on 
many which are now hampering the work of some of the less up-to-date 
offices of the present day. 


The Roneo Addressing Machine 


TEHE latest addition to the Roneo equipment of useful mechanical devices for 
the business office is the Roneo Addressing Machine. This is a small, com- 
pact device, easy to operate, and capable of a printing speed of from thirty to 
forty addresses per minute. The claim is confidently made that the Roneo 
Addressing Machine is “different ” from anything of its kind on the market. 
Automatic inking, automatic locking, silence in operation, ink economy, and other 





advantages are also claimed in its behalf. The stencils, made of Paratype, an 
exceptionally durable material, are secured to Roneo stencil cards, and on these 
the name and address appearing on the stencil may be recorded, together with 
any other desired information, thus forming a combined card index and addressing 
system. We publish an illustration of the machine, which appears to be excep- 
tionally well devised to expedite the work of addressing envelopes, wrappers, 
labels, tags, and the filling in of report forms, statements, invoices, bill heads, etc. 
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not co-ordinated and they do not form part of a system.” 





Present Day Costing Problems 


By E. W. NEMAN, A.O.A. 
Of the firm of Newman, Biggs & Co., Chartered Accountants, Birmingham ; 
Author of “The Theory and Practice of Costing ” 


VIII. How to Control Manufacturing Expense 
by Accounting Methods 


Te previous articles of this series have been devoted to a general 
consideration of manufacturing expense, its constitution, and its 
influence upon the total cost of manufactured products. The various 
methods of effecting its allocation to separate units of manufactured 
products have also been briefly described. 


Deficiencies of Manufacturing Expense Records 

In this, the final article of this series, the accounting methods 
essential to its control and distribution will be considered. It is a 
curious fact that accounting methods have not been very extensively 
utilised in the past to exhibit the divisions of manufacturing expense 
which are essential if the problems of costing are to be adequately 
dealt with. While the accounting of the transactions of buying and 
selling has long ago been systematised, there appears to have been no 
corresponding development of accounting in relation to manufacture. 
The reason for this is that the needs of those engaged in manufacturing 
have not generally been appreciated by accountants. Accountants 
have not, as a rule, made themselves conversant with the difficulties 
which arise in attempting to apportion to separate manufactured pro- 
ducts the expense incidental to their production. In many cases the 
accountant is not conscious of the infinite ratios existing between 
manufacturing expense on the onẹ hand and different classes of manu- 
factured goods on the other. Those who come intimately into touch 
with manufacturing operations, and who learn to appreciate the signi- 
ficance of these ratios are not usually accountants. Consequently they 
have not grasped the fact that accounting methods are capable of 
expressing, at any rate approximately, the differing conditions which 
they know to exist in the factory. Cost accounting, therefore, has 
remained relatively undeveloped. While a considerable amount of skill 
has been expended in organising and co-ordinating the records of buying 
and selling transactions, costing records have been prepared in a form 
altogether unsatisfactory. Even where attempts have been made to 
express the differences in the ratios of 6verhead expenditure in relation 
to separate manufacturing departments, these differences are based 
upon schedules prepared from records which themselves are often 
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unreliable. These schedules do not exhibit the separate costs of 
separate services. They pay no regard to the constitution of manu- 
facturing expense, but present them only in conglomerate form. In 
most businesses, the costing staff is inferior in status to the commercial 
staff. Sometimes, indeed, the cost department is provided with a series 
of percentages which it is requested to use in the compilation of costs. 
No one in the cost office has any knowledge how these percentages have 
been derived. They are frequently prepared by the commercial depart- 
ment from a rough analysis of the periodical accounts of the business ; 
and, as these accounts are not drawn up from a costing standpoint, 
their analysis in rough-and-ready fashion is calculated to yield mis- 
leading information. Costs which include provision for manufacturing 
expense so derived are usually unreliable. 


Rough-and-Ready Methods 


The costing practised by many manufacturers is not methodical. 
The records are not co-ordinated and they do not form part of a system. 
They cannot, therefore, be truly described’as Cost Accounts, for when 
we speak of accounts nowadays we imply the existence of a system 
of co-ordinated records. 

In relation to manufacturing processes, there is no special reason 
why we should speak of “ Cost Accounts ” at all. Accounts of manu- 
facturing expenditure should clearly exhibit all that it is necessary to 
know for costing purposes. As accounting is the handmaid of industry, 
the needs of industry should be studied and, as far as possible, satisfied 
by accounts which answer to these needs. For other forms of accounts 
there is no real demand. 

The condition of things thus outlined cannot be considered healthy. 
Costing data is applied to vital matters which may have very far- 
reaching effect. They are used, for example, in tendering prices for 
contracts about to be placed. The data upon which these tenders are 
based ought, therefore, to be carefully prepared, and they should bc 
reliable. An accountant who prepared a balance sheet without first 
balancing his books would be considered a reckless person. For reasons 
known to every accountant, such a procedure involves serious risks. 
The same carefulness and the same thoroughness should be applied to 
the preparation of costing data. There are signs of an awakening on 
the part of manufacturers to this point of view, and it is to be hoped 
that the movement in this direction will freely develop, as it cannot 
fail to be of great benefit in the conduct of business generally. 


Devising Accounting Methods 
In devising the accounting ‘methods essential to the control and 
distribution of manufacturing expense, there should be the utmost 
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co-operation between the accountant who is to supervise and control 
the records and those who have intimate knowledge of the factory 
organisation. Before settling these accounting methods it must be 
decided— 

1. What divisions of the manufacturing expense may be most 
usefully observed to ensure the maximum degree of financial control ? 

2. What divisions of the factory equipment must be recognised to 
secure an approximately accurate measure of expense in relation to 
work performed under conditions involving, at different stages, a varying 
overhead expenditure ? 

3. What methods of allocating this expense to separate units of 
production will ensure the highest degree of accuracy in the costs? 

The factors governing these three essentials have all been briefly 
discussed in the previous arficles of the series, to which the reader 
is referred. 


Expense Classification 

Having decided upon these essentials, the next step is to draw up 
a schedule exhibiting the classifications of the total manufacturing 
expense which it is proposed to adopt and also the separate depart- 
ments to be observed. An illustration of an expense classification is 
shown in the Oncost Journal exhibited on page 153. On the left-hand 
side of this Journal also are set out the departmental divisions to be 
observed. The first three divisions represent service departments, 
such as Stores, Power, and Supervision; and the next three divisions 
are representative of Producing Departments, to the output of which 
the whole of the manufacturing expense has finally to be allocated. 

These divisions are, of course, only typical, and would have to be 
contracted or expanded to suit particular cases. 


Channels of Expense 

The main channels of manufacturing expense are few in number. 
Glancing again at the Oncost Journal, we see that the channels through 
which the various departments are charged with expenditure are— 

1. Wages, that is to say, indirect wages, sometimes called non- 
producing wages, which is a term to be avoided. 

2. Salaries so far as they relate to manufacturing operations. 

3. Depreciation of equipment. 

4. Purchases of materials and sundry services. 

Purchases are divisible into two important sections— 

(a) There are the purchases which are stored. These are withdrawn 
from stores as the need for them arises. , 

(b) There are purchases not necessarily confined to materials, but 
extending to services rendered. These are either of such a nature that 
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to store them is impossible;-or they may be capable of being stored, 
but by reason of their nature and of the regularity of their consump- 
tion, it is found more convenient to regard them as consumed when 
purchased. For example, we may instance charges for hauling which 
cannot be stored (except, indeed, where the haulage charge may be 
added to the cost of the material hauled), and parting-sand for foundry 
use, which it is usually convenient to regard as consumed when 
purchased. 

The’ main channels, therefore, are really five in number, the fourth 
group mentioned above being divisible into— 

1. Purchases for stores. 

2. Purchases other than for stores. 

Through these five channels expenditure flows into the factory, and 
the accounting procedure should be so devised that these values may 
be measured, diverted to the appropriate expense classification, and 
also to the separate departments incurring the expenditure. 


Standing Orders 

The most satisfactory method of securing these results is through 
the medium of a Standing Order system. Standing Orders differ from 
ordinary factory or production orders for the reason that the number 
or symbol attaching to each is a fixed or standing number, whereas with 
production orders a series of progressing numbers is generally used. 
Standing Order numbers or symbols are attached to every classification 
of manufacturing expense. Each number or symbol is prefixed by an 
additional number or symbol indicating the department in which the 
expenditure authorised by the Standing Order is consumed. i 

There are several methods of organising a Standing Order system. 
Some prefer numbers, others mnemonic symbols, it being considered 
that symbols which express in themselves the nature of the expense 
classification induce greater accuracy. Limits of space, however, do 
not permit the consideration of these different methods. 


Wages Expenditure 

Referring again to the main channels of manufacturing expenditure, 
the first is wages. The time of the wage-earners is allocated either to 
Production Order Numbers or to Standing Order Numbers, through 
the medium of Wages or Work Cards. The Wages Cards in relation to 
each worker are extended to show thẹ amount of wages in relation to 
each order number, the total extensions of values being agreed with the 
total wages for the wage period. l 

The total wages for the wage period are then summarised to show— 

1. The total expenditure on production orders in each department. 

2. The total expenditure on plant addition orders. 
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’ 3: The total expenditure on special repairs to plant and buildings. 
` 4, The total expenditure under Standing Order Numbers. 


Standing Order Expenditure Card 

The -total expenditure under Standing Order Numbers is analysed 
under- each number, and each total is posted to a Standing Order 
expenditure card in the column provided for Wages. It should be said 
here that the. Standing Order expenditure card is ruled with three 
columns headed Wages, Stores, and Purchases other than Stores, or 
“ Other Indirect Expense.” Under these three columns are posted the 
expenditure under Standing Order Numbers in Wages, Withdrawals 
from Stores, and Other Indirect Expense. 

Reverting again to the Wages expenditure under Standing Order 
Numbers, it is often found convenient to summarise the weekly sum- 
maries. If, for example, it is desired to ascertain the extent of the 
expenditure for each four-weekly period, the summary of wages 
expenditure.is made weekly in adjacent columns, the fifth column being 
used for the insertion of the total expenditure for the four weeks under 
each Standing Order Number. The items appearing in this total 
column against each number are entered on to the appropriate 
Standing Order expenditure card in-the column set apart for Wages, 
as already explained. 


Stores: Expenditure 

The next important channel of expenditure is that which passes 
through the Stores. Stores are issued on the authority of formal 
requisition. No Stores Issues are made except by requisition note, 
bearing the appropriate Order Number. If the material requisitioned 
is required in connection with a production order, it bears an appro- 
priate number I it is requisitioned under a Standing Order Number, 
the requisition note will in that case also bear the appropriate number. 
The expenditure passing out of the stores, therefore, into the factory 
is measured through the medium of the requisition notes relating to 
stores ssued. They are priced and extended and sorted into groups 
in the way already described in the case of the Wages analysis. The 
total expenditure of stores under each Standing Order Number is then 
posted to the second column headed “ Stores” on the appropriate 
Standing Order expenditure card. 

Depreciation — 

Two other channels of expenditure, already enumerated, remain 
to be considered. First of all, there is depreciation: The provision 
for depreciation has to be determined in, relation to the equipment in 
each department of the business. Where an adequate Plant Register 
has been kept showing the plant and machinery and other equipment ` 
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in each department, and the rate of depreciation which has been fixed 
in respect of each piece of plant, the ascertainment of the periodical 
departmental charge is a simple matter. Where, however, such a 
register does not exist, the total provision for depreciation to be dis- 
tributed departmentally has to be estimated in the best possible way. 

In any case, the distribution of the depreciation charge is effected 
through the medium of the Oncost Journal, the various departments 
being debited with their respective charges and the depreciation account 
being credited. 


Other Expense 

The same method is adopted in the apportionment of rent and rates 
to the departments. Each department is debited with its rental charge, 
based upon the estimated rental value of the accommodation occupied. 

The Rent and Rates Account is correspondingly credited with the 
total of these departmental charges. 

The other channel of expense is that of purchases either of materials, 
or of services, which, as already explained, are not subject to the Stores 
routine. This expenditure should be extended into a special column 
provided for this class of expenditure in the Purchase Journal. Pos- 
sibly, also, a similar column will be necessary in the Cash Payments 
Book and in the Petty Cash Book. All these columns should be pre- 
ceded by a folio column into which the appropriate Standing Order 
number or symbol identifying the expense classification of each item 
of expenditure may be inserted. These items should be posted direct 
from these columns to the Standing Order expenditure card in the third 
column reserved for them. The totals of these columns of the Purchase 
Journal, Cash Payments Book, and Petty Cash Book should be debited 
to a Ledger Account. Corresponding credits are collected through the 
Oncost Journal, as will be seen shortly. 

If the postings from the three books mentioned have been correctly 
made to the Standing Order expenditure cards, the Works Expense 
column on the credit side of the Oncost Journal will exactly agree with 
the total debits to the Ledger account above referred to for the same 
period. 


The Oncost Journal 

The manufacturing expense which in this way has been properly 
allocated to appropriate expense classifications, and also to the right 
departments of the business, requires focusing periodically in concise 
form. This may be conveniently done through the medium of the 
Oncost Journal. The Journal, may take various forms, but the most 
convenient is a columnar Journal, a specimen page of which is shown. 
Transfers of the totals of the separate columns, namely, Stores, Wages, 
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and Indirect Expense are made from the Standing Order expenditure 
cards to the debit columns of the Oncost Journal. The credit columns 
of the Journal receive the credits corresponding to the debits just 
described. All credits to Stores appear in one column ; credits to Wages 
appear in another ; credits to Salaries, Depreciation, and Works Expense 
appear in others. 

The total of the credits in the Stores column of the Oncost Journal 
will therefore agree with the total Stores Requisitions on Standing 
Orders for the period. The total of the credits to Wages will agree 
with the total Wages allocations to Standing Orders. 

The total of each credit column in the Journal will go to the credit 
of the Ledger Account concerned. The total of the Stores issued will 
be credited to the Stores Account, the total of the Wages to the Wages 
Account, and so on. 

-The only Ledger accounts which are essential are accounts 
answering to the main channels of expense shown on the credit side 
of the Journal. Although the debit side of the Journal contains many 
debits for Stores issued to different departments and different expense 
classifications, they are all collected in the Stores column on the credit 
side. The total of this column represents a single credit to the Stores 
Account corresponding to all these debits. 

Wages are also debited and credited in the same way. Likewise 
Salaries, Depreciation, and Works Expense. 

The total debits to each department, as shown on the debit side 
of the Oncost Journal are dealt with as follows. The total debits to 
service departments are, first of all, allocated on some agreed basis to 
the producing departments. These allocations are added to the total 
of the columns of the producing departments, and the total Oncost 
expense of each producing department thus ascertained is posted to 
the departmental Oncost account in the Ledger. It will be seen, there- 
fore, that the number of essential Ledger accounts is small, the 
necessary segregation of expense being made through the medium of 
the Journal. 

The total expenditure on Stores, Wages, and other expense is also 
reconciled and balanced. 

Through the medium of a Journal of this kind, the whole of the 
manufacturing expense is exhibited most clearly, and from it concise 
statements of the departmental expense, a specimen of which was 
included in the first article of this series, may be made periodically, 
showing the total expenditure under the main headings of Buildings 
Expense, Power Expense, Supervision and Management, Stores and 
other services. These concise statements have very great comparative 
value and supply the manufacturer with precisely the information 
which he needs. 
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These excellent hints will put traders in the beat position to obtain full legal indemnily 
under a marine insurance policy in case of accidental loss or damage. 


Particular Average 


By ©. H. Jounson, A.O.LI. 


Marine Insurance Pointers for Exporters and Importers 


AX equitable and prompt settlement of a claim on a marine policy 

is at all times a thing of duty, and whilst it may not be a joy for 
ever, it certainly has considerable value as an advertisement. The 
marine insurance profession, in common with other sections of the 
commercial world, is feeling acutely the effects of the present world 
trade depression, and ruthless economy is the order of the day. Con- 
sequently, with the bogey of an ever-increasing loss ratio ever before 
underwriters it is not surprising to find that claims are receiving 
scrupulous attention. During the cycle when profits were made, the 
assured expected, and in fact received, generous treatment, but in the 
present slough of despond, “ex gratia” and “ without prejudice ” 
payments will not be made in that cheerful spirit commended by the 
Apostle. : 

It is essential, therefore, that exporters and importers alike should 
have their knowledge refreshed of the method and law of average adjust- 
ment which will enable them to obtain a full legal indemnity, without 
the disappointments attendant on too great expectations. 


Definition of Particular Average 

Particular Average means any loss of or damage to the merchandise 
insured, fortuitously caused by a peril insured against but which is not 
General Average. It may be deterioration of quality (flour, sea~-damaged) 
or a diminution of quantity (salt or sugar, washed out) or a combination 
of both. The damage must not be the result of negligence or misconduct 
on the part of the assured or his agent. Carriers are included under the 
latter term though the modern Bill of Lading either excludes liability 
în toto or limits it to a sum disproportionate to the value of the goods. 


Make Your Claim Promptly 
It may be pertinent to say here that whenever goods arrive damaged 
which damage is suspected to be due to bad stowage, oil, etc., the assured 
should make prompt claim against the shipowner. Immediate action 
may result in an admission of liability, evidence then being easily acces- 
sible, and at least underwriters will appreciate that their interests have 
been protected, especially where it is highly problematical whether the 
damage be due to sea perils or the fault of the ship. 
The indemnity afforded by a marine policy is limited to the proximate 
results of perils insured against, and the underwriter cannot be held 
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liable for results of inherent vice (deterioration of fruit due to delay, 
spontaneous combustion of jute, coal, copra, etc.) or sentimental damage. 

The sum legally due to an assured in respect of a claim is based upon 
the insurable value, which almost invariably is agreed upon between 
the two parties and inserted in the policy. 


How Underwriters’ Liability is Estimated 

In order to avoid unnecessary verbiage let us employ an hypothetical 
statement of facts— 

Policy for £1,000 on 10 Bales Goods, Nos. 1 to 10, valued £1,000. 
Bales No. 1 to 5 are burnt, whilst Nos. 6 to 10 suffer varying percentages 
of damage by a sea peril. The conditions are “to pay average of 3, 
per cent each bale.” f 

The value admitted as above cannot be reopened in the absence of 
fraud, and, in the event of loss there can be no question of market value 
for the measure of indemnity is the same whether the sound value be 
£1,250 or £750. The insurer does not undertake to indemnify the in- 
sured against either loss of or fluctuation of market ; for instance, it would 
be the height of philanthropy for theu nderwriting community to recoup 
shippers of Manchester piece goods for their losses due to the Indian 
boycott of foreign clothing which was so actively organised by the 
idealist Gandhi. 

The Recovery of Profit 

Supposing that the bales are all of equal valuation, then those burnt 
are insured for £500, which the underwriter pays. Usually, however, 
bales are of varying values, and in this case the assured may recover 
such proportion of the sum insured as the invoice value of the burnt 
bales bears to the invoice value of the consignment. Had the policy 
contained no stipulation as to valuation then the insurable value would 
be determined according to Section 16 of the Marine Insurance Act, 1906, 
that is their prime cost plus shipping expenses and charges. It will be 
observed that there is no mention of any allowance for profit, and it is 
but reasonable to suppose that having had the trouble of the shipment, 
the shipper would wish to recover his customary profit in the event of loss. 

To do this the value, including an allowance for profit, must be stated 
in the policy or in an open policy a provision inserted as to valuation 
in the event of loss or arrival before declaration. 

Returning now to those bales damaged by sea water, the extent of 
the damage may be indicated by several methods. The Survey Certificate 
may show— 

(a) The estimated Sound and Damaged values, 

(b) The percentage of deprtciation of each bale, or 

(c) The goods may be sold’ by auction, the difference between the 
sound value and the proceeds being the depreciation. 
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Where goods are necessarily sold short of destination, the underwriters 
paying a total loss less the proceeds, that is known as a Salvage loss, but 
the sine qua non of such a payment is the failure to arrive at destination. 


Fundamental Principle of Cargo Adjustment 

Before proceeding to illustrate the various methods of adjustment, 
the fundamental principle of cargo adjustments must be enunciated, 
viz., that the depreciation must be arrived at by the comparison of 
“ gross ” and not “net ” sound and damaged values. The reason for 
this is that otherwise the underwriters would be involved in the rise or 
fall of markets, and would be prejudiced because the ratio of deterioration 
would be increased were expenses such as freight, landing charges and 
duty deducted from the sound value. The importance of this rule will 
be better demonstrated by the following figures— 





(A) Gross Sound Value . . £1,000 

Gross Damaged Value. . 500 -> 

.. Depreciation £500 or 50% 

(B) Gross Sound Value. . . £1,000 

Less Charges so a eM 200 

— <. Net Sound Value . . £800 
Gross Damaged Value. . £900 
Less Charges. . . . . 200 


— ^. Net Damaged Value . £300 


Depreciation . . . £5000r62:5% 


It will be seen that method (b) in this instance has increased the 
underwriters’ liability by 12-5 per cent. 


Application to Insured Value 


The percentage of loss having been ascertained, the underwriters’ 
liability is that percentage of the insured value of the damaged goods, 
plus extra charges, cost of survey, etc. 

If, instead of utilising sound and damaged values it is possible to 
ascertain the percentage of damage’ which each bale has suffered, then 
these varying ratios are applied to the respective individual insured 
values, but only those damages are payable which reach the limit stipu- 
lated by the policy. This aspect of the claim will be considered later. 

It may be that the insured value of any apportionable part of the 
goods is unknown, in which case the formula used to determine this is 
as follows— 

Invoice value of part 

Invoice value of shipment 

Or in the absence of information as to prime cost of the property, 

substitute net arrived sound values for Invoice Values. 
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Franchises 

Without wishing to digress into technicalities, the question of fran- 
chises is too important to be entirely ignored. The ordinary marine 
policy contains what is known as the Memorandum, the effect of which 
is to render the underwriters liable only when damage due to the perils 
of the seas exceeds-various percentages (according to the nature of the 
goods), unless the vessel has been stranded, sunk on fire, or in collision. 
The limiting effect of this may be nullified by the insertion of a clause 
“to pay average irrespective of percentage,” but underwriters are loath 
to so extend their liability. Unless definitely provided for, the Mem- 
orandum percentage is applicable to the whole shipment, but as this 
may operate harshly, underwriters with “ sweet reasonableness ” are 
usually willing to cover “ average each 50 (or other number) bales, etc.,” 
or possibly, ‘ average each bale.” The assured, however, always has 
the choice whether to claim on the series agreed upon or upon the whole 
shipment, whichever is financially preferable. 


Importance of Full Insurance 

The claimant must not overlook the important distinction between 
the Memorandum and the franchises, the latter being more frequently 
met with in foreign policies or in connection with leakage risks, viz., that 
in the former the damage is paid for in ful once the specified limit is 
attained, whilst in the case of the latter the underwriter pays merely 
the excess. 


RECOVERABLE UNDER VARYING CONDITIONS 










If fran- 
chise of 
3%. 


Average each MEMORANDUM PERCENTAGE, 3%. 


Average Average each | Average each 
h bal 










Nil 
Loss £6 10 0 Nil 
* not Nil 





0 ES 1150 a) 
8% = £15 
Loss {17 











tecoverable .’ recoverable} 
3% =£{3 15 0 
£4100 
Recoverable— £1700 £13 100 £10 100 £17 £4100 


A comparison of the various amounts recoverable will emphasise 
the necessity for careful examination of the policy. It will be apparent 
that if the goods have been fully insured, including anticipated profit, 
the assured will be in the same financial position as if the venture had 
been completed. Hence the importance of sufficient cover. 

The underwriter may be affected by extreme market fluctuations, 
beneficially where the demand ‘for the commodity is keen, because in 
that case the damaged value would be relatively nearer the sound value 
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than normally so, and again, adversely, where there was no market for 
goods in a sound condition, much less for those in a damaged state. 
Though these are extreme cases, the latter has been the state of affairs 
ruling in South America recently, where owing to the slump, merchants 
would not take delivery of goods, which stored in warehouse, provided 
that they were not first stolen, depreciated rapidly both in value and 
condition. - 


Particular Charges 


Particular charges comprise those expenses incurred by or on behalf 
of the assured for the preservation of his goods consequent upon a peril 
insured against, but exclude expenditure in the nature of General Average 
or salvage. 

The distinction between Particular Average and Particular Charges is 
that the former denotes physical damage or loss only, therefore such 
expenses as reconditioning, warehousing, reshipping, forwarding expenses 
may not be added to Particular Average in order to bring the damage 
above the percentage required by the Memorandum. French Law, 
however, classes avarie particulière en frais with avarie particulière 
matérielle. 

Referring to the imaginary set of figures, if the cost of reconditioning 
one bale, damaged by sea water, amounts to 2} per cent of the value of 
the bale and the actual damage be 1} per cent, notwithstanding the fact 
that together they exceed the percentage stipulated, viz., 3 per cent, 
the underwriter is not liable, though as it will be seen, he will pay the 
reconditioning expenses. 

Expenses incurred to avert a peril insured against are recoverable 
as a loss by those perils, but the inclusion of the supplementary contract 
known as the Sue and Labour clause, makes ‘certain that which before 
may have been in doubt. The latter clause, which is operative only in 
anticipation of loss, provides that the underwriter will pay his proportion 
of the cost of operations undertaken by the “assured, their factors, 
servants or assigns.” 

How and to what extent may particular charges be recovered ? 
Expenditure of this nature may be incurred either at a port of refuge 
or at destination, and the method of treatment differs slightly. 

The primary essential to be remembered is that expenses to be re- 
coverable must be immediately consequential upon a peril insured against. 

Reconditioning expenses and those of a like nature rendered imperative 
at a port of refuge are payable in full by the underwriter only. when the 
goods are fully insured, otherwise they are paid pro rata, the owner 
standing his proportion of the charges atcording to the extent of such 
under-insurance. 

On the other hand, special charges paid at destination, provided that 
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they do not already come within the purview of the Sue and Labour , 
clause, are payable when the physical damage exceeds the required 
percentages. It is then immaterial that the goods may be under insured. 

The assured should not overlook the provision in the Free of Par- 
ticular Average clause, which renders underwriters liable for any special 
charges for warehouse rent, reshipping and forwarding expenses for 
which but for the F.P.A. warranty they would be liable. This is a 
material extension of liability as underwriters normally are not answerable 
for expenses incurred to avert particular losses when the interest is 
warranted free of particular average. 


Claims 

The following remarks, relevant to the foregoing may be read with 
advantage by those who have to deal with marine insurance from one 
aspect or another. 

First read the policy and all its clauses. 

Claims other than very complicated ones should be submitted direct 
to the company concerned and not to an adjuster. Companies, as a 
matter of protection, employ competent claims adjusters, and will always 
supply a copy of their adjustment without charge. 

Survey. Upon advice of arrival of consignment in a damaged con- 
dition, don’t leave goods in an exposed position either on quay or in 
warehouse, but call in at once those persons stipulated in the policy, or, 
if no provision, Lloyd’s Agent. 

Shortages. Packages may arrive short, but it does not necessarily 
follow that they have been pilfered. Invoicing clerks do make mistakes, 
and, again, all that’s invoiced need not be shipped. Where the package 
apparently is sound do not give a clean receipt without examination. 
Impress upon your receiving staff that when immediate examination is 
impossible the receipt should be endorsed “ unexamined.” A clean 
receipt enhances the difficulty of determining liability and prejudices 
the position of the underwriter. This may appear to be a commonplace, 
but the omission is so frequent and creates such trouble, that it merits 
constant reiteration. 


Documents Required for Substantiation of Claim 

(1) Policy or certificate of insurance,.which, if issued abroad, should 
be stamped within ten days of its arrival in the country. 

(2) Bills of Lading endorsed if necessary. 

(3) Survey report of competent surveyor or person authorised. 

(4) Statement of Sound and Damaged Values. 

(5) Statement of landing weights. 

(6) Invoices. $ 

(7) Protest of master as to the casualty or a certified copy of an 
extract from log-books. 
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Many readers have written in appreciation of the novel and ingenious ideas suggested 
by the writer of these articles, which betray a striking originality of invention. 


Office Records 


Some Undeveloped Fields for Improvement 
By P. T. LLOYD 


IV. THE SERIAL NUMBER—ITS VALUE FOR RECORD 
PURPOSES 
(Continued from page 72) 


THE SERIAL SORTING OF PAPER FORMS 

E is not surprising, in a mechanical age, that nearly every routine 

process of the office can now be undertaken by some automatic or 
semi-automatic device. One would have thought, therefore, that appar- 
atus for performing an operation so obviously mechanical as taking 
forms, already provided with a number, and placing them immediately, 
one by one, into their correct consecutive order, would have been included 
among some of the earliest types of office machinery ; yet the discovery 
of a means towards this end has, so far, baffled the inventor. This is 
in no sense due to any lack of encouragement, for it is no exaggeration 
to say that, throughout the world, a device of the kind would be gladly - 
welcomed by the State, the Bank, the Railway Company, and other 
large institutions, where the troublesome and universal practice of sorting 
by hand is necessary as a means for instituting a record which will give 
the most rapid facilities of reference, or provide confirmation of issue 
and payment. It is proposed, therefore, to examine the fundamental 
and technical difficulties which stand in the way, and to suggest a system 
which, if not completely automatic, is, nevertheless, considerably in 
advance of the present procedure. 





Numerical Sorting by Hand 
Some experience in assembling large numbers of paper forms into 
their correct consecutive order is necessary before the tedious and almost 
interminable nature of the process can be realised. The only logical 
method, particularly when a large staff is engaged on the work, is to 
proceed in a series of stages under the powers of 10, which may appear 
simple enough in description, but is complicated in practice by the fact 
that every step forward multiplies the number of groups for further 
subdivision. A comprehensive view of the number of operations involved 
in sorting 100,000 forms down to the units stage is given by the diagram 
in Fig. 19, the time required for each successive and separate process 
being in inverse ratio to the total number of ‘operations as shown, step 
by step, on the diagram. It is assumed in the illustration that the 
complete set of forms is available for sorting. but this would not be so 
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in practical working. A preliminary batch of perhaps 10,000 forms would 
first be received and, as staffing arrangements would probably forbid 
their retention until the full group of 100,000 had been built up from 
subsequent supplies, this initial set of forms would be sorted into numerical 
order. A second batch, received later, would undergo the same operation 
within itself, but would have to be followed by the further process of 
interleaving with the first set of forms, and this would be repeated 
with successive batches until the full complement of 100,000 had been 
restored to their original order of issue. 

As regards the question of time occupied on these various processes, 
it is often the practice to quote the rate of working when dealing with a 
single group, but when allowance has been made for all operations from 
start to finish, it will be found that the “ over-all ” rate expressed in num- 
ber of forms per person per hour is remarkably low; the speed will, of 
course, vary in accordance with the total number of forms to be handled. 


The Automatic Sorting of Cards 

Although designed pritharily with the object of classifying statistics 
under different headings, there are two well-known systems on the market 
—one operated electrically and the other mechanically—-which will sort 
units into numerical sequence by means of holes punched in cards. It 
behoves us, therefore, to examine the principles and possibilities of these 
appliances with some care, for if sorting as an automatic process is an 
established fact, there should, on the face of it, only remain the question 
of bridging the difficulty between the use of cards and paper. Taking 
these systems as they stand, three alternatives are presented for 
consideration— 

(1) To set up a card in place of the form when the sorting stage is 
reached. 

(2) To abolish the paper form altogether and substitute a card. 

(3) To adapt the machinery for sorting paper. 

The documents, referred to in general terms as paper forms, which 
have usually to be re-assembled into consecutive order, are the instruments 
employed in the dual function of effecting and acknowledging payment, 
such as cheques, dividend warrants, and the like. The expense and labour 
of preparing cards in these cases would scarcely be justified and, although 
a numerical record of completed payments would be provided, it would 
still be necessary to arrange the original documents into some sort of 
order for reference purposes ; moreover, the storage space required would 
be fully doubled. The first alternative must, therefore, be dismissed 
as uneconomical in connection with a steady flow of single item units 
of this character. À 

As regards alternative (2), 4 single card which had been bent or 
crumpled might pass successfully through the sorting process, but if 
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these cases were multiplied, as would be inevitable during the course of 
handling, the machine could only handle them with difficulty, and the 
operation might break down altogether. The reason for this will be seen 
presently. : 

In approaching the final alternative it should be understood that the 
successful operation of a sorting machine is dependent on two functions, 
firstly, to separate or “select ” the units one at a time, and one at a time 
only, and secondly, to pass the “ selected ” unit to one of a series of 
receptacles. These separate and distinct functions will be examined in 
detail. 


Types of Selectors used in Office Machinery 

With the machines already referred to the single card is, in both 
types, moved aside by pressure applied to its edge, i.e. in the one case a 
metal claw advances a distance equal to the thickness of one card, and 
pulls down the facing card from a horizontal pack and, in the other case, 
the cards rest on a steel plate having a straight line projection, again equal 
to the thickness of one card, the bottom card of the pack being moved 
forward by a sliding motion imparted to the plate. It will be seen, 
therefore, that both systems would become inoperative with paper which, 
even if stiffened (e.g. with astarch solution), would still lack the necessary 
thickness. The preservation of a flat, clean-cut edge is also desirable 
with the card, and the objections to the passing of the cards through 
too many hands, already urged as regards alternative (2), will be obvious. 
So far as the selective device forming part of the sorting machine is 
concerned, the difficulties in the way of application to paper are, it is 
feared, insuperable. 

The more elaborate type of Addressograph Machine is equipped 
with an automatic envelope feed, which selects each envelope by an 
action somewhat similar to the release, one by one, of the pages of a book 
by the thumb. The operation is, however, facilitated by the uniformity, 
“ body,” and perfect edge possessed by a new packet of envelopes ; 
these features would be absent with forms of comparatively thin paper 
which had been in circulation. 

Another form of envelope “ selector ” is the endless rubber band used 
with the Standard Sealing Machine, where the bottom envelope is drawn 
off from a stack placed on an inclined plane, the lower edge of which rests 
on the band. With the lighter and more flimsy paper forms, which have 
a tendency to cling to one another, the band would not only fail to 
select one unit at a time, but the forward movement of overlapping 
batches would, in the end, choke the machine. 

With Duplicators and Folding Machifies the automatic feeding in of 
single sheets of paper, by means of rubber-covered rollers or fingers, is 
certainly one of the essential functions of these forms of mechanism, but 
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it has to be remembered that operations are conducted with fresh sheets 
of medium-sized paper, and by methods likely to prove ineffective with 
the smaller forms usually employed as instruments of payment, 
which, from previous handling, would not present a similar uniformity 
of surface. 

One is forced regretfully to the conclusion, therefore, that none of 
the devices at present available is suitable for the work of taking off 
one unit at a time from a packet of paper forms; nor is this the only 
condition to be satisfied, for, even if a single unit could be passed ENT 
successfully, it must fall into register with— 


The Sorting Mechanism 

To discuss the secondary function of the sorting machine may, after 
the preceding remarks, seem merely a forlorn hope, but it is desirable 
that every avenue should be explored before arriving at a final decision 
of rejection. In the electrical machine, the punched card passes across 
a series of needles or brushes in pairs, and the contact formed between 
the pair immediately facing the punched hole in the particular “ field ” 
of operation causes the opening of the appropriate receptacle, into which 
the card drops by gravity. With the mechanical model, one of a series 
of pins drops into the vacant space provided on the card, and this in turn 
actuates a lever controlling the allotted receptacle, to which the card is 
carried by pairs of wheels. It seems clear that the more flimsy paper 
form would not offer sufficient resistance for the successful performance 
of these operations, and its lightness of weight would interfere seriously 
with the gravity principle of the electrical machine; the difficulty of 
maintaining the forms in position, so that a perfect register between 
punched holes and brushes or pins is assured, represents a further 
disadvantage. 

Assuming that a suitable “ selector ” could be devised, it might be 
possible to modify the electrical principle by causing the forms to pass 
between a pair of rollers, one having a set of slightly projecting pins 
(each actuated with a weak spring), which would make contact, through 
the usual punched hole, with a corresponding metal band on the second 
roller. In this manner, the pins to be rendered inoperative would be 
depressed at the meeting of the rollers, and insulated by means of the 
paper form. The synchronization of the pins with the holes in the form, 
the “ fields ” for which would vary with different groups of forms, would, 
however, present a serious obstacle, and the difficulty of passing the form 
to its correct receptacle would still remain. 


The General Aspect of* Automatic Sorting 
The situation as regards the use of mechanical devices has been analysed 
in some detail in order to bring out the technical difficulties which stand 
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in the way, and to show that neither the card sorting machine proper, 
nor adaptations from other appliances, will serve the purpose in view. 
In doing so it may appear that sorting machines, as such, have been 
severely criticised, but this is not the case; for the title when considered 
in connection with the present subject is somewhat of a misnomer. The 
ultimate object of these highly efficient forms of mechanism is the com- 
pilation of statistics, and the preliminary marshalling of the data under 
specified headings is, in a sense, merely an incidental part of the operation. 
To bring these headings within the scope of a mechanical contrivance 
it is necessary to give them code numbers, and it is under code numbers, 
where the same heading would be repeated many times, that the remaining 
factors on the cards would be sorted, or, strictly speaking, classified. 
The position with regard to serial numbers is entirely different. Here no 
repetition of the same number occurs, and this absence of continual 
duplication at once slows down the process. There is a common beliet 
that if unsorted units are placed in the machine they pass out in consecu- 
tive order after one operation, but the truth is that the automatic process 
differs but little from that performed by hand (vide Fig. 19), as regards the 
number of operations, the advantage gained being largely dependent on 
an acceleration of speed. The multiplication of groups which retards 
the work by hand to an ever increasing degree is still present with the 
machine, although, where the number of cards is not too great, some 
advantage is gained by reversing the manual process, i.e. sorting in the 
order of units, tens, hundreds, etc. It is under the various powers of 
10, therefore, that automatic as well as hand sorting is conducted, and 
for the final work of interleaving the machine is valueless ; for obviously 
it would be a waste of time to feed in like numbers under “ tens,” merely 
for the purpose of arranging in numerical order the units on a maximum 
of 10 forms. : 

Another point arises in connection with the frequent passage of 
the same forms through the mechanism during serial sorting. It will 
be realised that the material undergoing sortation becomes, as it were, 
a part of the machinery while the operation is in progress, and it cannot 
be expected that any prolonged resistance to wear and tear from metal 
can be offered by such a flimsy substance even as cardboard, and still 
less by paper. In point of fact, the number of journeys which can be 
performed by a card has certain limitations, but this factor is of relatively 
small importance in statistical work, since the results obtained from each 
classification are recorded separately, and the reclassification of the same 
cards would not occur with sufficient frequency for this question to have 
much bearing. 

Although it may be startling to discpver that, so far as underlying 
principles are concerned, the machineehas brought no change, some 
benefit is conveyed in the thought that the detailed research which has 
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been conducted in this direction is far from being a wasted effort: it 
is an illustration of that process of exhaustion which was advocated in 
connection with the dual-function record. As a result, it seems unlikely 
that a slavish adherence to present methods will be productive of improve- 
ment, and that greater hopes may be entertained by striking out in an 
entirely new direction. The weakness of the present system lies in the 
multiplicity of operations ; if these operations could be reduced in number, 
a more reasonable chance of success seems probable. The analogy of 
the automatic telephone occurs to the mind as an instance where, by 
selecting any number, one establishes immediate communication with 
it, and the inventor might divert his energies to a study of the principles, 
both electrical and mechanical, which produce this result. It may be 
that some apparatus could be devised which would cause a numbered 
form to pass over a series of disengaged lines, in the normal order of its 
digits, until it was lodged in its final resting place; progressive grouping 
would thus be eliminated and, incidentally, the present wear and tear 
reduced to the minimum. In anticipation, however, of these rather 
idealistic conditions, a description will be given of a system which will 
enable the operator, when the forms have reached the “ tens of thousands” 
stage, to place them immediately into their correct numerical position. 


(To be continued.) 
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How High Taxation Cripples Trade 


I wish to emphasise the fact that the present high level 
of taxation is a serious handicap to our commerce and 
industries, cramping their development and stifling fresh 
enterprises. I would mention one fact, that very large funds 
used to be remitted here from India and elsewhere for invest- 
ment, but on account of the 6s. income tax this has to a great 
extent ceased; and as a considerable proportion of the 
income from these investments was left to be spent in this 
country, it means that so much has been lost to trade. 


Mr. J. S. Haskell, 


Chairman at the twelfth annual meeting of 
the Eastern Bank Ltd, 
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Foundations of Industrial Peace 


“| always look upon industrial unrest, wherever I see it, as a 
reflection upon the ability of the administrators of industry,” was 


the striking declaration made by Mr. B. Seebohm Rowntree recently, at’ 


the Gresham College, to an audience of London business men. If wewant 
industrial peace, he went on, we shall have to pay for it, and the account 
will be presented under the five headings of wages, hours, economic 
security, the status of the worker and conditions of labour, and an 
interest in the prosperity of the industry. We should not have industrial 
peace until the wages paid to the lowest grade of workers were sufficient 


to enable a man to marry, to live in a decent house, and to bring up a, 


family of normal size in a state of full physical efficiency, and to leave 
over a reasonable margin for contingencies and recreation. Mr. Rowntree 
thought that while they could not raise wages immediately, employers 
should say that they would pay a minimum wage as soon as they could do 
it and not take great profits out of the business until they were paying 
that wage. Wages could not be paid out of kindly sentiment, nor 
could they get a great deal out of profits—he did not think it was there. 
If the workers imagined they were going to get this money merely by 
putting their hands deeper into the employers’ pocket he was sure they 
were making a mistake. There must be sufficient profit left to induce 
capital to come into the industry for its development. There is really 
only one source, and that was increased productivity, due to increased 
efficiency. Industry could not function without a reserve of unemploy- 
ment, and therefore it was the duty of industry to maintain the unem- 
ployed. Pre-war statistics showed that 95 per cent of the workers of 
this country were employed and 5 per cent unemployed, so that it would 
only require 5 per cent on the wages bill to meet unemployment. He 
submitted a scheme which provided that a single man unemployed 
should receive half his earnings, with 10 per cent added for a wife and 5 
per cent for each child, so that a man with a wife and five children would 
receive 75 per cent of his earnings. This, he estimated, would work out 
at 34 per cent on the wages bill and would remove the menace of 
unemployment. Regarding profit-sharing, Mr. Rowntree said that while 
for twenty years he had written and spoken against it, he came before 
them as a penitent, and now believed that once Capital had got sufficient 
return to induce investors to provide capital for the development of 
industry, and Labour had got its minimum wage, the surplus profit 
should be divided between the shareholders and the workers. 
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Table Talk on Business Topics 


By Dr. ELLs T. POWELL 
Formerly Editor of the “ Financial News” 
AST month. we were chatting about some observations of Lord 
Beaverbrook on certain questions of business practice. I see that 
one of Lord Beaverbrook’s critics has declared that not merely the 
Bench but the Bar are, generally speaking, quite incapable of ynder- 
. Standing business. It seems that a well-known counsel was being 
~ instructed in a commercial case and said, “ I wish you would explain so- 
Nee to me. It is a purely business point and I never understand 
" bisiness.” Not so long ago one of the most distinguished of the permanent 
legal officials came into contact with a case in which a “ bear raid ” on 
the Stock Exchange was one of the factors. He puzzled over the “ bear 
raid,” and ultimately sent for one of the parties to the action. To this 
gentleman he addressed the request for an explanation of what a “ bear 
raid” was. When told that part of the modus operandi would be the 
selling of large blocks of shares by persons who did not possess them, 
he declared that it was impossible for a person to sell what he had not 
got. His vistor, however, a man of very cute intellect, reminded his 
legal interlocutor that nothing is more common than a vendor’s sale of 
something he does not possess. “For instance,” said he, “ when you 
first went to the Bar the wig-maker sold you a wig which he had not got, 
and the last time you bespoke a pair of trousers the same thing 
happened.” The legal luminary was absolutely flabbergasted at these 
revelations ; all the more so because he realised that they were per- 
fectly true. Of course, it is no secret that the success of the present 
Viceroy of India when at the Bar was due to his personal knowledge of 
business facts and Stock Exchange procedure. He had been on the 
Stock Exchange himself and was completely at home in a Stock Exchange 
case. On the other hand, the usual type of lawyer, even if he is a dis- 
‘tinguished K.C., flounders hopelessly when he has to distinguish the 
broker from the jobber, or the contango from the backwardation. . 
Just lately, however, we have had the appointment of Sir Gordon Hewart 
to the Lord Chief Justiceship. He, at all events, has a sound working 
knowledge of business, born of actual contact with its realities. I should 
imagine, too, that he will push the pace. I have a vivid recollection of 
a “Lord Chief” of the past who had a perfect passion for getting ahead. 
Counsel had paused for a moment to recoyer his breath— 
“ Oh, get on, Mr. Smith, get on!” interjected the Chief. 
“I beg your Lordship’s pardon,” was the reply of counsel, “ but I 
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fear my arguments cannot proceed with the same rapidity as your 
Lordship’s mind.” 

“ For G—’s sake don’t stop to tell me,that,’’ retorted the Chief, “ but 
get on, get on!” 


Ts there Prejudice ? 

In this connection, I see that a good deal of comment has been made 
upon some judicial observations in a burglary insurance case. The 
Judge is reported to have asked the jury to “ forget that the plaintiff 
was a Polish Jew and that the defendants were an insurance company, 
as both might possibly be matters of prejudice.” The Times is 
astonished at these remarks. It declares that “ British insurance men 
are at a loss to know why there should be any prejudice in the minds 
of a jury against a British insurance company.” I doubt if “ pre- 
judice ” was exactly the right word. Possibly if the Judge had his 
time over again, he might select a more precise term. What was in 
his mind was the tendency among jurymen to regard a wealthy 
defendant as a fit subject for an adverse verdict just because of his 
wealth, and not because he is in the wrong. I say “he,” but the 
tendency is just the same where the defendant is a company. If, for 
instance, it is a wealthy insurance company fighting for some important 
principle, or-an equally wealthy newspaper defending an action for 
libel, the jury argue something like this: “ The defendants are abso- 
lutely in the right and, strictly speaking, the plaintiff has not got a 
leg to stand on. Still, he is a poor man; and if we give him £1,000, 
the payment will not hurt the defendants, while it may do the plaintiff 
a lot of good. Therefore, although we think the defendants are in the 
right on the technical issue before the Court, we shall find for the plain- 
tiff on the ground of general goodwill and kindness.” In such circum- 
stances, the unlucky defendants are called upon to pay the £1,000, 
and the verdict, of course, carries costs against them. What wonder 
is it that insurance companies and newspapers become every day more 
chary about fighting libel actions when they realise that the verdict 
will be adjusted in such a fashion as I have outlined? It is not fair 
that the newspaper criticising public affairs in the public interest should 
be penalised in this way. Nor is it reasonable that a big insurance 
‘company should be made to pay money which is not due, merely 
because it happens to be a wealthy corporation. Anyhow, I am sure 
it was to this state of affairs that the Judge was referring in the 
remarks I have quoted, though the word “ prejudice” was not 
chosen felicitously to express his meaning. ` 


eee : A) 
A Very Timely Caution 
While we are on this topic of the connection between finance and 
the law, it may be worth while to enunciate a caution ‘inspired by 
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current events. It has recently been alleged in course of legal pro- 
ceedings that large masses of securities which were believed to be in 
the strong boxes of a certain company were not, in fact, there at all. 
Time and later investigation will doubtless shed further light upon the 
problem I want to use it for the purpose of giving and emphasising 
a very serious warning: There are a multitude of thrifty people who 
hold bearer-bonds. They believe in Tusser’s principle. They— 


get by honest practisy 
And keep their gettings covertly. 


Not many, I imagine, keep their “ gettings ” in their own persona 
domestic custody. If such a rash course is pursued, there is always 
the possibility of a thieving servant or of the advent of the enterprising 
burglar. Paper easily hops away, and you never know where it will 
roost next. It is not of much use to possess a half-ton safe in your 
own house if the key is to be demanded at 2 a.m. by an armed burglar 
who enforces his argument by thrusting the muzzle of a revolver into 
your blinking eyesight. That sort of thing gives you the drop-down- 
deaditis there and then. And if you hide your money, you are apt 
to forget where it is, or to die without telling the potential beneficiaries. 
Then they lose what the antiquary of A.D. 2922 will gain. The dilemma 
worried the miser in Mr. Eden Phillpott’s novel— 

“ He’s torn in half, for once he told meso.... He said ’twasanice question 
for a money man between interest on the one side and the blasted taxes on the 
other. ‘Blasted’ was his word. If you put your money out to interest, then 
it can’t be hid that you’ve got it; but where money is dead safe, interest runs 


low, seemingly. On the other hand, if you hid your money, you lose interest, 
but escape the tax gatherers.” 


However, the domestic custody of money or securities must be 
relatively uncommon. And in any event, such tempting of ill-fortune 
will not evade the income tax when the Commissioners are out after 
the hidden bonds. I take it, however, that the majority of people who 
are fortunate enough to possess nice blocks of bearer stocks keep them 
either with their banker or in a box which is left in charge of their 
brokers or solicitors. If the banker is one of the great joint-stock com- 
panies which nowadays monopolise banking business, there need be no 
qualms about the safety of the deposit. Even in the almost impossible 
event of theft, the bank would indemnify the proprietor of the 
securities for the sake of its own reputation. But where the documents 
are in the custody of a solicitor or stockbroker or agent, the case for 
their safety cannot be put quite so high. For solicitors as a class I 
have the greatest respect and admiratfon, Yet ever and anon the 
“black sheep of the flock” makes his appearance, generally by way 
of coincidence with the disclosure that large amounts of securities 
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deposited with him for safe custody have been misappropriated in some 
way or another. He borrows on them, or sells them, and the defrauded 
client has no effective remedy against either the lenders or the buyers. 


Necessary and Effective Precaution 

Before catastrophe comes, however, his precaution is quite simple. 
Everybody who has securities deposited with a third party, such as a 
solicitor, broker, or agent, should make a practice of periodically check- 
ing them by means of examination. He should trust his own eye and 
hand only. An examination by proxy is a flimsy protection very likely 
to be delusive and vain. The owner should make the scrutiny himself. 
He should not call at stated intervals. It is better to take the custodian 
by surprise. A polite excuse can always be made—the proprietor of 
the securities desires to ascertain the date of the maturity of one of 
them, or to inspect the terms of its issue, and so forth. Whatever be 
his pretext, he should accept no postponement or evasion. If he is 
told that “ the bonds are at the bank,” he should insist upon going 
to the bank forthwith to see them. If he is assured that “they are 
all right in that box up there,” he will be wise to request that the box 
be brought down from its perch and opened forthwith in his presence. 
If he is requested to “call again,” he should politely insist upon the 
urgency of his examination. The adoption of such principles is part 
of the eugenics of finance. Over and over again in my almost unique 
experience have I encountered cases where this species of foresight has 
saved thousands and tens of thousands for those who insisted upon 
adopting it. There is not the smallest intention of making any reflec- 
tion upon solicitors or bailees as a class. I know them too well to do 
any such thing. But the exception will occur in spite of every safe- 
guard created by standards of honour or professional discipline, and 
it is against the exception that I want to put sensible and thrifty people 
on their guard. The foolish and unthrifty are beyond help; and fools 
are the game which knaves pursue. 


“ Dividends ” “ Regularly Paid ” 

I shall be told, no doubt, that securities could not be filched in this 
fashion without their owner finding out the theft when the dividends 
ceased to come in. “His ignorance could not last more than six 
months,” my critics will say; “the cessation of the dividends would 
put him upon stringent inquiry.” That, however, is a mistaken view. 
Where a man leaves bearer securities with a broker or a solicitor, he 
will, in nine cases out of ten,-leave it to the agent to cut off and cash | 
the coupons. Provided he getg his half-yearly cheque for the proceeds 
less income tax, he assumes that everything is all right. And that 
fact is the open door to the delinquent. We may be quite certain that 
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if a thieving broker or lawyer has misappropriated the bonds, he will 
not be such a fool as to stop the remittance of the dividends, even if he 
bas to pay them out of his own pocket. Suppose he has misappro- 
priated bearer stocks to the value of £10,000. They represent a half- 
yearly dividend of (say) £250 less income tax. The thief is not likely 
to overlook the remittance of the dividends. He will be well aware 
that the omission will arouse, suspicion and put Nemesis promptly on 
his track. And, after all, where a man has possessed himself of £10,000 
of somebody else’s money, it is worth his while to keep the transaction 
dark, even at the cost of £500 a year! I have encountered many 
instances of this kind of thing during my City days. In some of them, 
at all events, the deception was kept up to the end of the thief’s 
terrestrial career, and the theft was only discovered when it was no 
longer possible for the policeman’s heavy hand to be laid upon the 
defaulter’s shoulders. The moral is as plain as a pikestaff. Take 
nobody’s word for the safety or the existence of securities deposited 
for safe custody, even with the most trusted agent—a great bank alone 
excepted. See them and handle them, and check them periodically. 
Above all, do not be deluded into believing that in the regular receipt 
of the dividends you have any guarantee that the bonds are safe. 
See the bonds for yourself, or you may live.to regret the “ jerry-built ” 
confidence that led you to omit so vital a.safeguard. Remember that 
“take,” “have,” and “keep” are pleasant words. Remember we are 
what we are made by our investments and by the care we take of them. 
An ounce of prevention is the best antidote for remorse— 
Abundance is a blessing to the wise: 
The use of riches in precaution lies. 

In other words, the thrifty man’s duty to his enemies is to keep their 
hands from picking and stealing. 


Do Bankers Lend Money ? 


An easy transition leads to another topic of lively business interest. 
At Northampton Bankruptcy Court recently, a debtor, asked why he 
did not borrow money through a solicitor or a bank instead of from 
moneylenders, to whom he had paid heavy interest, said he did not 
know he could do so. He had paid £417 interest on £450 borrowed 
since 1920. The tale sounds incredible. And yet, speaking from a 
pretty extended experience, I should say that the misapprehension is 
far more prevalent than most people suppose. There are still many 
unsophisticated persons who imagine thgt a banker takes your money 
over the counter and puts it in a drawer or a safe until you want it 
again. Such shallow thinkers do not pause to reflect how the banker 
would manage to pay rent, rates, salaries, and expenses under the 
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extraordinary system which they visualise. I have myself again and 
again been asked for comparatively small loans by persons who (as I 
well knew) possessed a bank account. They were in the “ dumps” 
about it. As Juvenal said— 


. .. not so cast down 
= ‘ Looked Pollio, when of late he scoured the town, 
And, proffering treble rate from friend to friend, 
Found none so foolish, none so mad to lend. 


“Why don’t you borrow from your banker?” I used to ask. 

“ He would not lend, would he? ” 

“To my knowledge you have got some War Bonds and some very 
good industrial shares. Why don’t you borrow on them?” 

“ But I don’t want to sell them.” 

“I never suggested that you should sell them. Deposit them at 
the bank as security for the hundred pounds you want, and the bank 
will let you have the money at once.” ` 

“ You don’t mean to say that ? ” 

“ Certainly ; that is what the banker exists to do. He will only 
charge you very small interest, and will be very glad of the opportunity 
of carrying out the transaction.” 

In the result, the temporarily impecunious individual has visited 
the bank and found the cireumstances to be exactly in accordance with 
my description. Yet what aa amazing thing it is that after something 
like two centuries of banking there should still remain quite a number 
of people who have no knowledge of one of the most important functions 
which a banker exists to perform ! 


% % * 


Investors and their Brokers 


TE heavy financial loss suffered by the public as a result of recent operations 
in the City raises a question as to the conditions in which average bona fide 
investments are made. 

.... Let the investor reflect on the meaning of some kinds of “ underwriting ” 
and “ making a market,” and realise that the tempting security which his brokers 
may mention quite casually as seeming worthy of his consideration has possibly 
been skimmed of its cream by the people “in the know ” and may be merely the 
remains of a block of shares in the disposing of which the broker is not entirely 
disinterested. A broker is frequently regarded by the private investor not only 
as an agent for the purchase or sale of securities, but as a financial adviser. Yet 
his advice can hardly be quite unbiased when he has goods of his own to sell. 
Generally speaking, the advice of a broker who takes no active part in a new issue 
either in purchasing or in underwriting it is preferable to that of a broker responsible 
in whole or in part for the issuc. ndoubtedly the underwriter performs a useful 
service in the raising of capital. a small commission he is prepared to ensure 
the ultimate success of an issue by* guaranteeing to subscribe for any part that 
may not be taken by the public. The amount of the underwriting commission 
is a guide to the worth of a security.—'' The Times ” on ‘' Guinea Pigs and Gulls.” 
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“ One of the most noteworthy syntheses of established principles of business organisation, 
as distinct from mere theory, that has yet appeared in any language.” 


Reviews 
Oil Palms and their Fruit 


By A. A. L. RUTGERS, EDMOND LEPLAE, and PAUL Tinany. Price 3s. net. 
(London: Griffith & Co., Ltd., 45 and 46 Avenue Chambers, Vernon Piace, 
W.O.1.) 


Three valuable papers read at the Rubber and Tropical Products Exhibition, 
1921, are reproduced in this booklet, which will.be of special interest to business 
men associated with the rapidly developing palm and palm kernel oil industry. 
The first two papers discuss the cultivation of the oil palm in Sumatra and on 
the Belgian Congo; while in the third, the results of transporting oil-palm fruit 
from West Africa and its storage in England are described, with particular 
reference to the problem of securing a low free fatty acid content. 


Unemployment and the Gold Standard 


By T. B. Jonnsron, J.P. Price 6d. (Weston-super-Mare: Lawrence 
Bros., Ltd.) 


A striking article published in this magazine a few months ago under the above 
title is the basis of this interesting pamphlet, which outlines an ambitious proposal 
involving the abolition of the Gold Standard and effecting the control of prices 
by the complete re-organisation of British industries upon a colossal scale. The 
author, a well-known West of England business man, proposes what is in effect 
the Cartelisation of our industries, after the model of the recent German develop- 
ments. The industry, and not the individual business, would be the unit of these 
Cartels, which it is suggested should have statutory powers to control prices of 
everyday commodities to the consumer. They would be governed by a joint 
body of employers and employed on the lines of the’ Whitley Councils, and it 
would be obligatory upon them to publish six-monthly statements of the average 
costs of production, profits, wages, etc. The theory is opposed by orthodox 
economists, but is entitled to the careful consideration of every thoughtful 
business man. 


Etudes d’Organisation Commerciale 


Travaux de la Chambre Syndicale de l’Organisation Commerciale publiés sous 
la direction de J. Wrupors. Price 7fr.50. (C. et M. Ravisse, éditeurs, 52 Rue 
Saints-Péres, Paris (VIIs) ). 


These studies in commercial organisation are based upon four lectures delivered 
at an important business exhibition held in France last July under the auspices 
of the above influential Association, which exists to promote the interests of business 
efficiency among our allies. The lecturers, each an undisputed authority on his 
special subject, discuss the organisation of business enterprises generally, organisa- 
tion for the purposes of direction and control, the organisation of business records 
and systems, publicity, selling, and accountancy. English business men familiar 
with French would read these remarkably able studies with very great profit. 
Combined, they form one of the most notewortlfy syntheses of established principles 
of business organisation, as distinct from mefe theory, that has yet appeared in 
any language. In the logical precision with which the fundamental ideas behind 
modern business principles are isolated and emphasised, the work is characteristically 
French, and it would be difficult to give higher praise. 
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Production and Fair Profits 


The Key to Industrial Peace. By James TURNER. Price 6s.net. (Manchester: 
Sherratt & Hughes, 34 Oross Street.) 


This is a well-reasoned argument in favour of the limitation of profits as a 
remedy for industrial unrest. The author, one of the many Lancashire men who 
began work at eight years of age, claims “to have materially helped to build the 
cotton industry.” He discusses under Human Nature, Law and Order, Ownership 
of Land and Taxation, Capital and Labour, Finance, Education, and Insurance 
the facts of our economic life, and his book bears the stamp of a sincere desire to 
improve the existing system. 


Factory Accounts in Principle and Practice 


GARCKE AND FELIS. Seventh Edition. With Foreword by J. M. FEtts, 0.B.E., 
F.S.A.A., F.C.W.A. Price 15s. net. (London: Orosby, Lockwood & Son, 
7 Stationer’s Hall Court, Ludgate Hill, E.C.) 


The seventh edition of this standard and pioneer work on factory costing has 
been thoroughly revised by Mr. Fells, who also contributes a new and exiremely 
interesting foreword dealing with the relation between cost accounting and 
industrial economics, and indicating the main directions in which costing science 
will probably develop. It provides for manufacturers and accountants who 
desire to specialise in costing practice a very full and authoritative explanation 
of the principles of modern cost accountancy, fully illustrated with charts and 


diagrams. 


The Companies Acts, 1908 to 1917 


With Explanatory Notes and References to Decided Cases. By D. G. HEMMANT, 
Barrister-at-Law. * Price 10s. net. (London: Jordan & Sons, Ltd., Obancery 
Lane, W.O.) 


This publication, invaluable for purposes of reference to secretaries of public 
companies, is now in its seventh edition, and has been revised throughout. A large 
number of additional cases bearing on company law are cited, and the new regula- 
tions as to the Certification of Copies and Translations of Documents, together with 
the new Winding-up Rules governing the convening and conduct of Meetings of 
Creditors, are also included. Reference to any desired point is made easy by an 
admirable index. 
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NOTES OF THE MONTH 


Workmen's Compensation: New Legislation Imminent 


T" is evidently the intention of the Government to introduce new 
legislation affecting Workmen’s Compensation during the present 
Parliamentary session. A motion by Mr. Walter Smith, the member for 
Wellingborough, expressing the opinion that a Government Bill should 
be introduced this session to amend the Workmen’s Compensation Act, 
1906, has been accepted by the House of Commons on the advice of Mr. 
Shortt, the Home Secretary, who indicated his intention to convene a 
round-table conference representative of employers and workmen with 
the object of finding a basis for an agreed Bill. Mr. Smith pointed out 
that half a million workpeople were killed or injured every year, and a 
Departmental Committee had reported in favour of an augmentation of 
the rates of compensation. Mr. Holman Gregory, K.C., who presided over 
this Committee, said that though Workmen’s Compensation originated 
in this country in 1897, the law on the subject in every other country 
to-day is more advanced and more in favour of the workman than it is 
in Great Britain. 
* * * 


End of the Export Credits Scheme 

The Export Credits Department of the Board of Trade is to be closed 
as from the 8th September next. The Department has sanctioned 
guarantees for about £10,000,000 under the Trade Facilities Act, and the 
Manager, Mr. J. B. Attfield, claims that the Export Credits Scheme, 
by facilitating the export of goods to certain markets, is already beginning 
to open out a fresh field for the produfts of British manufacturers. 
Whether, when the Government facilities are withdrawn, bankers and 
merchants will combine with insurance companies to continue these 
special arrangements for financing exports, remains to be seen, but in 
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view of the disappointing results of the scheme during the two years in 
which it has been in operation, the probability is that it will be allowed 
to lapse. 


* * * 


Cost of Industrial Misfits 


It is pleasing to note that, despite the regrettable apathy of so many 
large employers, and of some of the representative trade unions, the 
valuable work of the National Institute of Industrial Psychology goes 
steadily forward. Dr. C. H. Miles, the Secretary, who lectured at the 
Royal Society of Arts a few days ago on “ Vocational Guidance, Selection, 
and Training as a Prevention of Economic Waste,” quoted some striking 
figures in illustration of the cost to the community of the inefficiency of 
industrial misfits. It has been computed that the annual labour turnover 
is equal to the whole working population. The cost of replacing a worker 
had been estimated at from £2 to £50. Taking the lower estimate, 
this appalling turnover costs £16,000,000 per annum, and to this must be 
added the loss to each individual who makes the change. If to the indus- 
trial, commercial, agricultural, and domestic workers were added, the loss 
to the community from this ineffective effort must be enormous. Dr. 
Miles estimated the sum at not less than {80,000,000! He declared 
that through recent research they were now able to determine the mental 
and physical requirements of certain branches of industry, and to select 
specially suitable workers. The Institute had already developed selection 
tests, and was preparing standardised intelligence tests, which would 
result in the establishment of vocational guidance on sound scientific 
lines. ` In almost every Continental country vocational bureaux and 
institutes are established, and in Germany special attention is being given 
to vocational tests. The Greater Berlin tramways have saved over 
12,000,000 marks as a result of better selection and training of operatives. 

It is a serious reflection upon our collective intelligence that there 
should be such lukewarm interest among employers and workmen alike 
in this exceedingly important work. No doubt, as time goes on, when 
more and more of the practical results of the Institute’s labours become 
apparent, greater public attention will be devoted to it; but meantime, 
it offers a magnificent field, absolutely non-controversial in character, 
for those organisations which seek to promote good relations between 
industrial directors and workmen to work in harmony in support of its 
ideas for the common good of industry. If we may offer a suggestion to 
the promoters of the Institute, it is that their propaganda should include 
frequent popular lectures inthe big industrial centres. These would 
arouse much interest among the workers, and would bring home to them 
the great personal and social benefits of any wide application of psycho- 
logical principles to industrial management, while employers would be 
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encouraged by their whole-hearted support to continue and extend 
experiments under the aegis of the Institute which are already yielding 
good results. 


* * * 


“ Characteristics of a Great Industrial Organisation’’ 


It is only rarely that the director of an industrial enterprise of the 
first magnitude can be induced to talk freely of the principles which have 
been followed in the building-up of his 
business, and which are still observed in its 
direction and control. Such an occasion 
occurred recently when Mr. Hugo Hirst 
(Chairman of the General Electric Co., Ltd.) 
delivered a lecture at the London School of 
Economics before the Society of Civil 
Servants on the subject of “ Characteristics 
of a Great Industrial Organisation.” No 
adequate report of this extremely important 
address has yet appeared in the Press, so 
far as we are aware, but we have been able 
to secure some valuable notes. The lecture 
contained material of the greatest interest han RUGO Aie 
to students of industrial management, and 
to all those who have followed our series of articles on “ Industrial 
Structure.” 

At the outset, Mr. Hirst referred to the fundamental difference between 
an industrial and a Government organisation. The aim of the one was 
to administer the law and to render services for broad and general pur- 
poses, the value of which could be expressed in £ s. d. ; it was in most 
cases not limited by the time factor. It was the object of the other to 
render services with a result which had to be expressed in £ s. d., that 
result to be obtained within a limited period—generally twelve months. 
The strong and dictatory powers given to a Government Department in 
its relations with those demanding its services were not possible in private 
enterprise. In industry the equality between supplier and purchaser 
was absolute. The purchaser being the rather more important factor, 
it was natural that the thousands of questions that might arise between 
the two parties could not be settled by wilful regulations of either. Every 
point raised had to be settled diplomatically by persuasion or by com- 
promise. In consequence, in industrial prsanisations the individual 
must be given greater latitude. It was” essential that an industrial 
organisation should be pliable, should, above all, be simple, human, and 
personal, rather than rigid and anonymous. 
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Organisation and Control of the General Electric Co. 

This by way of introduction, Mr. Hirst went on to refer, in a passage 
of much personal interest, to the direction of the great enterprise he 
controls. He said— 


I am Chairman of an important industrial undertaking, and, being at the same 
time one of its founders, I can honestly claim to have taken a leading part in every 
step of its development. You will be surprised on what unscientific lines we 
proceeded to build up this highly complicated scientific and technical business, 
but our experience taught us that the only safe basis of organisation is not the 
system, but the human factor that controls it. 

My company has some fourteen factories, each belonging to a different industry, 
in different parts of the country. It has thirty or forty sales organisations in the 
United Kingdom managed independently, and some thirty more overseas. The 
relations between management and staff, between management and workpeople, 
the relation between a company and its customers, and authorities or public bodies, 
its attitude towards competition in this and every other country, its share in the 
development of industry, should be conducted everywhere on the same lines. This 
can only be accomplished by having placed at the head of each factory, each branch, 
each enterprise, a man of good character, fully conversant with the policy and the 
mentality of the chiefs of the concern, and being a faithful interpreter of their 
wishes and ideals. Such men cannot be found from without; they can only be 
created by a process of education from within. Education of one’s staff as regards 
business policy and business principles is one of the great problems of industrial 
organisation. 

I have, in the course of years, brought on a number of men and placed them at 
the head of works, at the head of branches at home and overseas, Or at the head of 
companies which we control. Many of them started under me at 10s. to 20s. per 
week and have risen in course of time to high and responsible positions with emolu- 
ments ranging from £1,500 to over £5,000 per annum. We leave it to them to work 
the enterprise for which they are selected, putting at their disposal trained experts 
both on the businessand technical sides, assisting them with publicity and propa- 
ganda, catalogues and general sales regulations. We give them the fullest power within 
the limits of the capital put at their disposal—power equal to that commanded by 
ownership. Except the Annual Audit, there is no system of control and inspection. 
They have, vis-à-vis to customers and staff, the same authority as if they were 
principals. Their limitations are only known to themselves and the Board. 

In the 35 years of my experience, I know of no single instance where this 
confidence has been misplaced, though I do not say everyone has been successful. 

The yearly Balance Sheet and certain statistics bring out the weaknesses of 
each organisation and lead to discussions, alterations, and improvements. I 
therefore can describe our system as management by personal representation or 
substitutes, and yet there is a very real control and direction from above, 


* * * 


How Control and Unity are Maintained 

Mr. Hirst maintained that the system they were applying was par- 
ticularly suitable for English industrial concerns. In industrial concerns 
in Germany and America more rigid organisations existed. In this 
country they could scarcely find two men with the same qualifications, 
and they must let each work S the manner which would enable him to 
get the best out of himself. [ow could such an organisation apparently- 
so loosely knit together still act as one unit, carry out one policy, and how 
were irregularities and risks limited? There were a few fundamental 
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safeguards, such as (1) limitation of the capital put at the disposal of the 
different undertakings ; (2) separate finance for expenses and trading ; 
(3) head office control of all trading finance and capital expenditure. 
Apart from these, all interference, all direction emanating from head 
office, was suggested by watchfulness of the Balance Sheet and monthly 
statistics of expenses and sales. It was little realised, even by the 
subordinates of one’s own organisation, what an eloquent document 
a balance sheet is, what it tells the chief of a concern who knows his 
business. The actual profits made were by no means the determining 
factor in the eyes of the chief as to whether a concern was well managed 
or not. Criticism of a works balance sheet was more difficult owing to 
fluctuating trading conditions, but a specific indication was the ratio 
of output to productive and non-productive wages, etc. In concluding 
his extremely interesting and valuable lecture, Mr. Hirst said that while 
the bigger the industrial organisation gets, the more nearly it resembles 
a Government organisation, he felt more than ever satisfied that nationali- 
sation of industry was an ideal which, unless accepted by every country 
in the world and supported by iron ‘discipline such as had been employed 
in Russia, and unless it be combined with a vast reduction of the world’s 
population as well as by lowering the whole of the standards of life, 
would have little hope of succeeding. 








* * * 


Smashing German Competition: Raleigh Cycle Co.'s 
Achievement 


That the serious difficulties of trading against competitors who have 
the benefit of an extraordinarily depreciated exchange are not insur- 
mountable, provided there be whole-hearted 
co-operation between the management and 
the employees in the works, has been proved 
in remarkable fashion by the Raleigh Cycle 
Co. Large extensions of the Company's 
factory at Nottingham were opened last 
month. These extensions, which have cost 
a quarter of a million, were begun during the 
Armistice Boom, and at the opening cere- 
mony, Sir Harold Bowden (Chairman of the 
Company) said that when the “slump” 
came the directors wished they had never 
undertaken them. A year ago (says the 
Times, which describes it as an indus j SIR HAROLD BOWDEN, BART. 
object lesson) the directors found that while 
Raleigh cycles could not be built under 14 guineas, the Germans, owing 
to the low rate of exchange, were sending machines over here at much 
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less than our cost of production. The directors called a meeting of their 
workmen, showed them a German machine, and offered to forgo half 
the profits if the employees would accept lower wages. 

_ This was agreed to, the result being that business was now simply 
“ humming,” and orders could hardly be turned out fast enough. There 
were now 2,000 employees, and the number was being added to every 
week. The price of Raleigh bicycles had been reduced to 10 guineas, 
and that of motor cycles to £48. When the factory was in full swing it 
would have an annual output of 100,000 bicycles, 10,000 motor cycles, 
and 250,000 Sturmey-Archer three-speed gears. 


* * * 


A New Basis for Industrial Relationships 


Mr. Charles C. Renold, managing director of Messrs. Hans Renold, 
Ltd., the big Manchester engineering firm, and a well-known authority on 
management questions, made a noteworthy contribution last month 
to the problem of adjusting industrial relationships so that such costly 
deadlocks as the engineering dispute might be avoided. In an article of 
quite outstanding interest in the Datly News, he suggested that it was 
high time all of us—employers, workers, and general public—insisted 
on a new basis for industrial relationships. This was the conception of 
“law,” regulating relationships and adjusting difficulties by the applica- 
tion of rules or laws carefully worked out beforehand—not, of course, 
Parliamentary laws, but laws drawn up jointly by the employers, the 
trade unions, and the staff workers’ organisations. It must be recognised 
on the employers’ side, declares Mr. Renold, that some way will have to 
be found to associate the workers more closely with management questions, 
Engineering workers are largely educated men, and will never again be 
satisfied to be blind cogs in the machine. The first step will have been 
taken if employers recognised that there is more likelihood of establishing 
industry on a workable basis by going forward along this road than by 
going backwards. On the workers’ side, they must recognise that the 
new system of industry which they desire can only be achieved by evolu- 
tion out of the present. If they were taking an avowed interest in present 
day industry much of the resistance of the employers to sharing control 
would disappear. Mr. Renold maintains that such co-operation with a 
view to gradual evolution is a much shorter cut to industrial democracy 
than is the policy of “ First destroy, then build anew.” 

As a practical step, Mr. Renold proposes a deliberate and careful 
survey by a joint body of enyployers and workers of the whole field of 
industrial relationships. This survey, which would be undertaken on 
general grounds and not in connection with any particular dispute, would 
seek out and provide for all foreseeable causes of disagreement. The 
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proposals resulting from it would, at first, have to be subject to ratifica- 
tion by the various organisations represented, and if the full benefit of 
the scheme is to be obtained some kind of tribunal is essential, which 
must be invested with the power to decide any questions arising out of 
the application of the laws. The idea must be accepted by both sides 
of submitting disputes to this tribunal for decision. In the changes in 
the constitution and machinery of negotiation in the engineering industry 
which would be consequent upon the adoption of this scheme, Mr. Renold 
foresees that works committees would play an important part. They 
are not accepted or worked with cordiality by the majority of employers, 
nor are they altogether welcome to the trade unions, but he believes that 
they should be made a recognised part of the machinery of negotiation, 
be able to discuss a very wide range of questions with the management, 
and be entitled to a very considerable amount of information as to the 
affairs of the business in question. 


* * * 


The Magna Charta of British Industry 


Mr. Renold’s statesmanlike idea amounts to compulsory arbitration, 
with a difference—the difference being that before any attempt is made 
to establish the tribunal, there shall be this comprehensive inquiry into 
every conceivable cause of dispute, combined with the drawing up of a 
complete code of regulations, based on agreed principles and acceptable 
in form to both sides, binding them to explore along pre-determined lines 
every possible avenue leading to friendly settlement. It is a bold, 
nay, a magnificent conception. To get this great inquisition under way, 
with a representative body of engineering employers and trade union 
leaders meeting together regularly, inspired with a common aim, that of 
laying firm and deep the foundations of industrial peace in England, 
would be an achievement which appeals to the imagination of every 
true patriot. Such a code of laws might prove the Magna Charta of 
British industry. What is to preventit? All that is required is a leaven 
of the real spirit of goodwill among the leading men in the industry. 
Many of the best of them—employers as well as workmen—have come to 
regard with a feeling akin to despair the bitter struggles of the present 
day, which are settled not so much by agreement as through the exhaus- 
tion of one side or the other. There is a growing conviction that compul- 
sory arbitration, in one form or another, represents the only way out of 
this pitiable situation—discreditable alike to industrial management and 
to the intelligence of trade unionists. Mutual sacrifices would, of course, 
be required, but they would be abundaytly justified by the’ increase in 
mutual goodwill. The individualism which, while enjoying the benefits 
of communal life, chooses to ignore the claims of the community by 
continuing this senseless warfare indefinitely, is selfishness in its most 
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dangerous form. In the end it causes far greater limitation of private 
freedom than would be experienced under the self-imposed restraints 
outlined in Mr. Renold’s proposals. 


* * * 


The Telephone and Business: An Unconventional 

View 

“ Have you ever considered how much business you have lost because 
of tle telephone ? ” asksacontributor. Its wonderful convenience is also 
its greatest drawback. You can sit at ease in the office asking for tele- 
phone numbers by the dozen, and getting perhaps one or two, without 
losing time or wasting energy by walking. This is quite satisfactory for 
routine work, but it is dangerous if allowed to take the place of personal 
contact with customers. If the price of liberty is eternal vigilance, 
so is the price of business. When a business man gets the idea, probably 
after years of hard work spent in building up a connection, that he can sit 
back and take things easy, he is admitting the enemy within the gates. _ 
Business is like a medal competition at golf ; it is played not only against 
your immediate opponent but against all the other competitors. Many 
a time it feels very hard work, but while pressing the button may be good 
enough for the ordinary affairs, if you want to keep in close personal 
touch with people you must press the button of their inquiry bell at their 
office. You must get up and get out. j 


* * * 


Budget Reflections 

The majority of business men will, we think, be agreed that the relief 
afforded them by the Budget was as much as could reasonably be expected 
in the present financial circumstances of the country, and Sir Robert 
Horne will enhance his already high reputation in business circles as a 
considerate Chancellor of the Exchequer. The suspension of debt 
redemption has been criticised, but taxation theorists apart, those who 
know from experience how sorely strained the resources of industrial 
firms have been in meeting the taxation of the past two years will be 
inclined to agree with Sir Robert that a temporary respite from debt 
redemption is advisable. To have paid off {322,000,000 in cash during 
that time is a measure of the sacrifices which have been made. In his 
own words, “ the burden is now felt to be so oppressive as to check 
enterprise, to deepen despondency.” Such “superhuman efforts ” 
could not have been continued for much longer without endangering 
the whole industrial fabric. A pause in these gigantic efforts—an easing 
of the strain—will permit of reriewed endeavour in the future to cope 
with the staggering load of debt which the War has left us. 
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Probable Effect on Business Enterprise 

With regard to Income Tax, the reduction of 1s. was in accordance with 
general expectation. The abolition of the three years’ average for em- 
ployees of public companies will simplify methods of assessment and 
collection, and will remove a minor cause for dissatisfaction. The legisla- 
tion that is to be introduced to put checkmate to the operations of those 
astute individuals who contrive to evade their own taxation obligations 
at the expense of other people by the creation of temporary or revocable 
trusts, setting up one man companies, and other devices, will no doubt 
be generally approved. It is overdue, as is also the promised general 
reassessment of land and house property. The postal concessions will 
be exceedingly popular, and it is so far satisfactory that as a result of the 
agitation, in which this magazine took an active part, Sir Robert Horne 
is now convinced of the vital necessity of cheap communication for the 
commercial community. A real fillip will be given to trade as a result 
of these postal changes. We venture to prophesy that in the course of 
the next few months there will be a remarkable uplift in the whole spirit 
‘of British enterprise, and that this Budget will be largely responsible for 
the change. 


* * * 


Labour and the Industrial Parliament 

Public interest in the question of establishing an Industrial Parliament 
has been revived and greatly stimulated by Mr. Arthur Henderson’s 
powerful advocacy of the proposal in the 
Times. He points out that industrial rela- 
tions between employers and workpeople in 
several of the most important industries have 
again become acutely strained—in some 
cases the tension has reached breaking point 
—and urges that a Parliament of Industry 
would be a most fruitful method of pro- 
moting better feelings. A golden opportunity 
was lost early in 1919 when the National 
Industrial Conference of 800 members, 
employers’ and workers’ representatives, 
met in London under the auspices of the 
Prime Minister, and unanimously recommen- pr, HON. ARTHUR HENDERSON 
ded the creation of a national body to inves- 
tigate industrial questions and to advise the Government thereon. In 
consequence of the failure of the Government to give effect to the 
findings of the conference, this attempt to set up a joint national industrial 
body was rendered abortive. Mr. Henderson alludes to the success of 
Germany’s Commonwealth Economic Council, which came into existence 
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in 1919 as part of the new constitution, and which works side by side with 
the ordinary political Parliament, and enjoys wide powers in regard to 
social and economic questions. Membership of an Industrial Parliament 
should, he suggests, be based upon organisations, employers’ and workers’ 
organisations having equal members, and each choosing its own repre- 
sentatives. It would provide industry with a mouthpiece, and would be 
concerned not so much with particular industries as with the problems 
affecting our economic life as a whole, such as insurance by industry, 
workmen’s compensation, the standard of life as affected by wages 
and hours, the control of industry in relation to production, working 
conditions, including holidays, industrial fatigue and hygiene, etc. 
It could scrutinise and advise upon all legislative proposals affecting 
industry, and mediate in the case of industrial disputes. 
* * * 


The Crucial Issue 


Well-founded distrust among employers of the ulterior objects of the 
Labour Party appears to be the real stumbling-block to the creation of a 
Parliament of Industry. Mr. Henderson has been shrewdly invited by 
Sir Lynden Macassey, K.C., to state the present position of Labour in 
` regard to Capitalism, and whether it is still their avowed intention to work 
for the elimination of the private employer from industry altogether. 
Until some authoritative announcement is made on this vital issue, we 
fear that progress in the direction of establishing an Industrial Parliament 
will be disappointing ; though we are strongly of the opinion that such 
a body, if well supported by business opinion, would be able to impose 
severe limitations upon Government interference in industry, and thus 
to prevent much purely political muddling over questions of international 


trade. - 
* * * 


A Floating Trade Exhibition 


De the postponement for a year of the voyage of the tradeship “ British 
(~. Industries,” the project of a floating exhibition of British goods has been 
taken up in other influential quarters, and another British steamer, the ‘‘s.s. 
British Trade,” will leave Tilbury Docks on June 29th en route for the principal 
ports of the world fully equipped with samples of our manufactures. At the 
time of writing, fully 70 per cent of the available space in the tradeship, which is 
a twin-screw, first-class liner of 10,000 tons, had been booked by British traders, 
so that the success of the enterprise seems assured. It will travel with the good 
wishes of every business man who realises that the prosperity of these islands is 
dependent upon the maintenance and development of our Overseas markets. 
The “ British Trade ” will visit in the course of a nine months’ tour South America, 
South Africa, Australia, New Zealand, Fiji, Japan, Hong-Kong, Singapore, India, 
Egypt, Malta, Algiers, and Gibraltar, and it affords British manufacturers a mag- 
nificent opportunity of introducing fheir goods to a world circle of buyers. Excel- 
lent trade results are anticipated from the voyage. The offices of the British World 
Trade Exhibition are at 1 Tudor Street, E.C.4. 
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“ The scientific organising of the factory has a big contribution to make to the process 
of industrial reconstruction.” 





Industrial Structure 


VI. Organisation Form and Management Policy 


By OLIVER SHELDON, B.A. 


A lucid article which will be of great interest to those who are brought into daily 
touch with management problems. Mr. Sheldon discusses the broad general objects 


of factory reorganisation, and then outlines the main principles of a form of organisation 
within which the highest results of scientific management may be achieved. 





j Gee structure, or form of organisation, of any concern is to be clearly 
distinguished from its management. A form of organisation is, 
as the phrase indicates, inanimate ; it is a building, a structure. Manage- 
ment, on the other hand, is a fluid, living process. The two are, however, 
complementary. The form of organisation provides the channels through 
which management works. The best form of organisation, therefore, 
is that which furnishes the most effective and direct means for the 
operation of management. This distinction is no mere refinement of 
terms. The best management in the world cannot operate effectively 
through a bad organisation. However brilliant the personnel, however 
progressive the policy of the management, its full effects cannot be 
obtained through a form of organisation in which work is unscientifically 
divided between departments, sections and individuals, in which duties 
are ill-defined and overlap, in which responsibility is divided, in which 
there is no provision for understudying, in which some individuals have 
too much and others too little to do, or in which no machinery exists 
for full co-ordination of effort. To attempt to carry out a good policy 
by means of a poor organisation is like trying to make a fine product 
with inadequate machinery. To achieve the best, both good management 
and good organising are essential. It is not enough to institute planning, 
costing, or welfare work, for instance, if these ventures are not scientifically 
placed in the structure of organisation, and provided with scientifically 
designed machinery for their execution. Clearly, however, just as we 
choose the machinery according to the product to be made, so must we 
design and adapt the form of organisation to suit the type of management 
we wish to install. An organisation is only to be judged according to its 
capacity to facilitate the operation of that management. 


Reorganisation the Real Problem 
For most of_us, however, the problem of industrial structure is one 
rather of re-organisation than of building an entirely new structure. 
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We have to adjust the cogs while the machine is running. We cannot take ` 
it down for repair, and slowly build up something wholly new. It is 
therefore doubly essential that, before setting out upon the task of 
reorganising, we should be quite certain what precisely are the main 
general results which we require from our form of organisation. Knowing 
those, we shall be better able to determine the general plan of our structure 
and the principles to adopt in adding stone to stone of it. 


General Requirements: Stability 

What, then, do we require of our form of organisation? Firstly, 
we require that it shall have the capacity to endure and develop, despite 
all changes in personnel and in methods; that, whilst being capable of 
infinite expansion, it shall never be thrown out of balance ; that, however 
brilliant may be the persons composing the organisation, the organisation 
itself shall not suffer when these pass. In building or reconstructing 
our form of organisation, therefore, it is essential to make provision, 
on the one hand, that the growth of the concern shall not go unregulated, 
and, on the other hand, that some individual shall always be under 
training for each important position. For, clearly, in an organisation 
where new activities, new departments, new positions, are created 
without their being placed in some logical relation to the existing organisa- 
tion, there will be a tendency for the whole structure to become lop-sided 
and unbalanced. Equally dangerous to stability is that state of affairs 
where the organisation has been allowed to form itself around certain 
individuals, who, by the sheer force of their personality or capacity, 
have surrounded themselves with a miscellany of duties which bear no 
scientific relation to each other. Upon the departure of such individuals 
chaos reigns, and a general rearrangement becomes necessary. Stability, 
in fact, cannot be assured without a definite regulation of growth and a 
definite scheme of replacements. 


Cohesion 

Secondly, we require that our organisation shall provide cohesion. 
The more necessary it becomes for work to be divided between depart- 
ments and individuals, the more do we require that there shall be some 
machinery to ensure corporate working and the direction of all the parts 
towards a common objective. Our form of organisation, therefore, should 
provide for co-ordination, so that the work of each unit is scientifically 
related to that of others, that both overlapping and empty spaces are 
avoided, and that the whole is employing its energies for a single purpose. 
This is not only a matter of goodwill; it is also a matter of organising. 
Good fellowship can achieve much in ensuring close and co-ordinated 
work, but good organising is necessary if the full effects of such 
comradeship are to be derived. 
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Facility in Operation 

Thirdly, our organisation should provide facility in operation. An 
organisation which hampers the practice of management is wholly opposed 
to what a good organisation should be. The machinery set up for the 
execution of the task of the business should primarily be designed to 
facilitate the most economical working. Duties should be so divided 
that any particular piece of work can be performed in the most direct 
and straightforward way. Responsibility should be so delegated that 
no confusion is possible. When a business has passed what we may call 
the infantile stage, the execution of any one job will normally require 
several persons and probably several departments to participate in it. 
By a scientific allocation of duties and responsibilities, the steps necessary 
for the achievement of that particular task will be reduced to the least 
possible. We should, therefore, ensure that our form of organisation 
constitutes such a “layout” of departmental and individual duties 
that all the tasks of management and operation are executed in the 
manner involving the least application of effort by the least number 
of persons. 


Definite Duties and Responsibilities 

Fourthly, our form of organisation should ensure that each individual 
is provided with a perfectly clear set of duties and an unqualified responsi- 
bility for their execution. There is no greater spur to good work than the 
sense of personal proprietorship. Every man likes to be allotted a definite 
task and charged with the responsibility for doing it. No form of organi- 
sation can be called ideal which either leaves an individual in doubt as 
to what his duties are, or which divides the responsibility for their 
execution. 

Fifthly, our form of organisation should provide for the allocation of 
duties according to the normal capacity of the individual. It is useless 
to plan an organisation which can only be staffed by men of abnormal 
ability. Positions in the organisation should be planned so that men of 
average capacity in their own particular line can fill them. Naturally 
some men will execute a certain set of duties better than others. The 
important thing is, however, that the duties themselves should not be 
altered to suit men who are either above or below normal. 


Single and Direct Leadership 
Lastly, our organisation should ensure a single and direct leadership 
of the workers. We have lately heard much of the functional foremanship 
of Taylorism, where eight foremen direct the work of the operatives. 
In this country no such form of. organisation can succeed. The worker, 
whatever his grade, likes one leader, one source of instructions, one single 
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authority over him. However much, therefore, the idea of functionalisa- 
tion may be applicable to the higher ranks of management, it is clearly 
unsuitable for foremanship. 

These, in brief, are the general results which are to be expected from 
sound organising—stability, cohesion, facility in operation, definite 
duties and responsibilities, positions requiring normal ability, and a 
single and direct leadership of the workers. Having defined these broad 
aims, it may now be possible to outline the particular features which 
must be introduced into the form of organisation designed to achieve 
these aims. 


-Main Features of Organisation Form 

It is suggested that the main features conducive to these ends may be 
summarised as follows— 

(1) Functionalisation of the higher management. 

(2) The scientific planning and central control of the organisation. 

(3) The establishment of co-ordinating officials at various points in 
the organisation. 

(4) The proper and regulated use of committees. 

(5) A scientific system of understudying. 

(6) Individual foremanship. 

(7) General knowledge of the form and objects of the organisation. 

These seven features are stated above in this bald fashion in order to 
present a complete picture. Organising a business is often regarded as 
mere commonsense—a subsidiary adjunct to management—whereas 
it is indeed a truly scientific piece of work. These seven points indicate 
clearly that the building of an organisation is something quite distinct 
from the use of the organisation for purposes of management. Just as 
the design of a machine is different from the control of the machine at 
work, so is the designing of a form of organisation different from the 
managing through an organisation. 


Functionalisation of the Higher Management 

Very briefly, then, we may indicate what each of these seven points 
implies. Firstly, as regards the functionalisation of the higher manage- 
ment. What is functionalisation? It is the grouping of the necessary 
activities of the business according to scientifically determined lines of 
demarcation, irrespective of products or processes of manufacture. In 
the functional form of organisation, the business is divided not according 
to the products of the business, but according to a scientific grouping 
of work. Instead of each Manufacturing Department being responsible 
for its own costing, planning, engagement and discharge of workers, 
maintenance of buildings, design vf products, etc., the functional principle 
sets up a costing department, a planning department, an employment 
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department, and so on, each one of which is responsible for its own 
functional activities as regards aX other departments. 


Planning and Central Control 

Clearly, however—and this introduces the second of the points listed 
above—it will not be easy to determine what the functional divisions 
should be, nor, having determined them, to ensure that all work together 
for the common end. It will be necessary, therefore, to analyse scientific- 
ally what activities are essential in the conduct of the business, what their 
relations are to each other, and what is the relation of the higher parts 
of each to its subordinate parts. For instance, if we say that one function 
is planning, it will be necessary to determine precisely what is “ planning,” 
what the relation of planning should be to the manufacturing control, 
and what the relation of the planning of the work of each department 
should be to the planning of the work for each machine. Moreover, 
the greater the degree of functionalisation, the greater the need for 
co-ordination. If one department is costing the work, another planning 
the work, another selling the products, another conducting research into 
the methods of manufacture, and another actually manufacturing, 
obviously there must be some machinery to weld all these activities 
` together. It is therefore essential that at some point all functions must 
concentrate and come undér a common direction from above. 


Co-ordinating Officials 

This, however, is not enough. As indicated in the third point enum- 
erated above, there must also be co-ordinating officials at various points 
in the organisation. These, it is suggested, should be the manufacturing 
managers. However much the theory of functionalisation may be 
elaborated, the basic fact remains that the backbone of any organisation 
is the making of the goods. All the activities of costing, employment, 
research, and maintenance are subsidiary to this main business of manu- 
facture. Their very existence depends upon the manufacturing. Their 
purpose is to serve the manufacturing. It is only logical, therefore, 
that the control of manufacture should be the point at which all the 

‘functional activities are co-ordinated. Within the manufacturing 
department they can branch out again, but the manufacturing manager 
should constitute the point at which concentration takes place. 

We thus obtain from these three points a general idea of how the 
outline of the ideal organisation should be planned. This is illustrated 
in the diagram on page 192. 

In this diagram (which is simply designed to show the essential features 
of the argument thus far), the point “ A” represents the co-ordination 
of all functions, including the manufacture of the goods, by some supreme 
authority, normally the managing director or general manager. Below 
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that point branch out both the strictly “ functional” or “ service’ 
departments (U, V, W, X, Y, Z), and the manufacturing departments 





A = Higher Co-ordination. 

UVWXYZ = Functional Departments. 

B = Manufacturing Department Manager. 

Ut V! W1 X? Yt Z! = Functional activities within Manufacturing 


Departments. 
C = Foreman., 
D = Workers. 


(e.g. B). The co-ordination of all the functional departments with each 

other and with the manufacturing department is achieved at point B 

by the manager of the manufatturing department. Within the .manu- 

facturing department, functional activities branch out again as sections 
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of the department (U1, V1, W1, X1, Y; Z}), but are co-ordinated again 
by the foreman (C), who exercises a direct control of the workers (D). 
This is but the barest outline. Naturally, many questions will at 
once present themselves. What is the relation of the function to the 
same functional work inside departments? Where does the function 
stop and the functional work within the department begin? How far 
can the function work independently of the manufacturing management ? 
Space will not permit of these and other questions being discussed here, 
though obviously this diagram must be provocative of them. It is 
suggested, however, that the diagram illustrates the basic principle 
which should guide those concerned in the sound organising of industrial 
concerns in this country. i 


Use of Committees 

We must now pass on to consider the remaining features of the form 
of organisation which will yield the results already outlined. The next 
feature is the proper and regulated use of committees. Committees are 
normally necessary for two main purposes—to act as advisory to manage- 
ment, and to co-ordinate its activities. For instance, the purchasing 
manager may feel the need for an advisory committee to assist him in 
carrying out the policy of his function. A further committee may be 
required to co-ordinate purchasing with the financial side of the business 
and with the planning of the volume of manufacture. It is clearly 
essential that the policy of the purchasing department should be governed 
by considerations of financeand manufacturing volume. The regular 
and efficient co-ordination of these interests can best be accomplished 
by regular meetings between the officials concerned. Committees, of 
course, fulfil a third purpose, since by their means interest in the general 
conduct of a department can be extended amongst all concerned. For 
instance, a regular meeting between the purchasing manager and his 
staff to review the work of the department forms a direct means of 
interesting all in the work of the whole. Committees, therefore, cer- 
tainly make for cohesion and facility in operation, They must in these 
days be included in any sound form of organisation. It is essential, 
however, that their use should be controlled. There is a tendency to set 
up committees haphazardly as occasion arises. It is to be remembered 
that a committee represents a person, that each new committee is equiva- 
lent to the appointmentof a new official, and that committees are expensive, 
in that they occupy the time of several officials, often earning high salaries, 
and that they interrupt the execution of the work of each member of 
them. The placing and constitution of committees is therefore a matter 
primarily of organising. There can be no justification for a committee 
where an individual, if properly carrying out his duties, could achieve 
the object for which it is proposed the committee should be set up. 
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Understudies 

The next consideration is with regard to understudies. Clearly, 
if a business is to persist and develop, it is essential that the continuity 
of policy should be preserved. This can only be achieved by providing 
“ understudies” for all important positions. The departure of any 
responsible official should not occasion a break in policy or execution. 
There should always be someone to step into his shoes. This does not, 
of course, mean that we require “understudies” who will do nothing 
but “understudy.” Rather it means that the work to be done in any 
department should be so allocated that there is always one junior who, 
by the nature of his work, is qualifying to occupy the position above him. 
It is therefore largely a problem of grading and a proper distribution 
of duties. It is a fundamental point, however, from the point of view 
of stability. 

The next feature of an organisation, it is suggested, should be the 
individual leadership of the workers. Functional foremanship may be 
possible in America, but is not likely to succeed in this country. Just 
as the manager of the manufacturing department forms the point at 
which all the activities of the functional departments, in so far as they 
affect his department, are co-ordinated, so the foreman in charge of a 
section of the manufacturing department forms the point at which all 
functional activities in so far as they affect his section are co-ordinated. 
He thus becomes the representative to his workers of the whole body 
of the management. Above him exists a vast organisation covering 
the whole business from the design of the product to its sale. He acts 
as the mouthpiece of the whole to the workers. Our plan of organisation, 
therefore, must be so designed as to ensure that the workers are directed 
in their work, not by a multitude of officials with different interests, but 
by one -official—the foreman—who stands in their eyes as the 
representative of all those interests. 


General Knowledge of Factory Organisation 

Finally, it is essential that the whole form of our organisation should 
be known to all concerned in the factory management. If we are to 
widen the horizon of our officers, if we are to facilitate smooth working 
between departments, if we are to inspire a corporate spirit, it is essential 
that the position and duties of each member of the organisation should 
be publicly stated. This means that the organisation charts of depart- 
ments should be published, so that there can be no lack of definition 
either as to duties, status, authority, privilege, or responsibility. 

The general object to be aimed at in the organising of the factory. and 
certain outstanding means to those ends have been very briefly reviewed. 
In conclusion, it cannot be too strongly emphasised that scientific 
organising is vital to efficiency and harmony. We are prone .in these 
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days to point out certain weaknesses which seem almost inherent in 
modern industrial undertakings—lack of goodwill, friction, difficulties 
between management and, labour, waste in time or material, and the 
like. We often attribute these to the inefficiencies of individuals or of 
groups. Have we considered how far these arise rather from the lack of 
adequate channels through which individuals or groups may work ? 
The scientific organising of the factory has a big contribution to make to 
the progress of industrial reconstruction. It is important, however, 
that we should recognise that this organising of the factory is truly 
scientific. It is not just a simple task which each manager and foreman 
can do unaided as a preliminary to carrying out his real job. It is the 
design and construction of a powerful machine—the complex mechanism 
by which the work of the factory as a whole is to be performed. 


Theoretical Salesmanship v. Personal 
Experience 


By WALTER O. STEN, B.A. (Lond.), F.R.Econ.8. 


The “Ounce of Practice ” in Every-day Life 


D s the last decade, and especially since the war, increasing 
I stress has been laid on the value of a sound general education in 
all walks of life, more especially in commerce and industry. We have 
had for so long the continual cry of “ More Education, more education,” 
that the young mind has been prompted to think that mere book-learning 
alone is the key to success. But a very few months in business life are 
quite sufficient to convince the average Public School or ’Varsity man 
that such is far from being the case. After three months he will probably 
see the bitter truth, that what he has learnt in theory, be it at school, 
college, or business academy, or from postal tuition and text-books on 
commerce, is of only very limited use to him when he is faced with the 
prospect of having to earn his own living in business. Little of what he 
has learnt before can help him to grapple in a practical way with the 
difficulties that beset him almost from the start. He fails to see how 
it is that the success of a business man is very often in inverse proportion 
to his school or university attainments. How comes it that a first-class 
honoursman, or a person for whom this or that training school predicted 
a brilliant commercial career, turns out to be an absolute failure in business 
life ? 
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Theory and Practice Poles Asunder 

There is one answer and only one to this oft-repeated question, and 
that is that the theoretical training and the practical experience of 
business life are as wide apart as the poles, and by no stretch of imagination 
can they possibly be combined. Iam not belittling the value of education 
in the slightest degree. Indeed, I should be guilty of a serious indiscretion 
were I to do so. My object is rather to put a check on the excessive and 
exaggerated hopes and expectations which are entertained not only by 
some theoretically-trained employees but also by some employers. Lord 
Ashfield recently made a speech in which he bemoaned the lack of men 
qualified to fill jobs at ten or fifteen thousand a year, but he gave no 
indication as to how this deficiency could be made good. The ability 
to make good this deficiency lies with the big employers themselves. 
The men to whom it is intended later on to offer the big positions should 
have special facilities placed in their way of acquiring a thorough know- 
ledge from A to Z of all the varied details of management, equipment, 
and organisation which the ‘general manager or head of a large and 
successful enterprise is expected to know. The brains and ability, the 
raw material and rough quartz are there in plenty, but the scope and 
facilities for working them are lacking. In most businesses, under the 
present system, a young man is left to pick up the trade knowledge 
and gain his practical experience as best he can. What is wanted is to 
transfer a man about from one department to another, not haphazardly, 
as is done in most businesses at the present day, but systematically 
and regularly with the specific object of making him an expert in that 
particular branch of the business in which he is for the time being engaged. 
In this way alone can the perfectly-trained general manager be produced. 


The Lesson of Experience 

Our modern business system is based far too much on conservatism 
and nepotism to enable us to get the best out of the nation’s manhood, 
and we think we can put the matter right with the parrot-cry of “ Educa- 
tion and Text-book Training.” School education and theoretical training 
can at best only serve as the ground-work of practical experience, which 
must be gained later on in the hard and bitter schooling of everyday life. 
No amount of text-book learning can compensate for that one cruel blow 
of personal experience, which serves to knock some sense at any rate 
into the hard head of the inexperienced. The “apple of his father’s 
eye,” who is shielded by his august parent from receiving this blow, can 
never learn his lesson properly, and I have no hesitation in saying that 
it would pay many firms from the business point of view to send some of 
these young gentlemen on a perennial holiday at the firm’s expense, 
and place in their stead men whose chief qualification for the job is their 
ability to deliver the goods. 
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“ Some of us are beginning to feel a litile doubtful whethe? the defeat of Germany may 
not have raised up in another form a Continental ‘military hegemony.” 


Post-War Finance and Trade 


Depression 


By L. W. Cross. 


A Retrospect 


This dispassionate and very able examination of the Government’s financial 
policy since the Armistice, and of the measure of responsibility it must bear for the 


prolonged slump in trade, is of the first importance to business men. 





A RETROSPECT is near history, and to communities as to indi- 
viduals its value lies in the lessons it imparts and consequently in 
the experience it helps to build for future guidance. It is this vast mass 
of accumulated experience that has helped to make London the financial 
centre of the world. 

In considering the question of post-war finance it has to be borne in 
mind that everybody concerned was faced with a problem that was 
new and unique in every way. It is therefore quite a pertinent question 
to ask three and a half years after the Armistice, as one looks back, 
whether, if a different policy had been followed by the Government, 
the banks, and the commercial community, we should be faced with the 
grave problems of unemployment and unrest that we, in common with 
the whole world, are now experiencing. The problems of post-war 
finance were entirely different to those of the war and pre-war periods, 
and, all things considered, were probably much more difficult. 


The Money Market's Compulsory Partnership 

Before the war Great Britain had a financial machine which worked 
with ease and regularity. The London Money Market was the fly-wheel 
of international banking. If any difficulty arose in any other important 
centre due either to trade or to finance its repercussion was immediately 
felt in London, as there was very little doubt that attempts would be 
made to adjust it here. If there were a drain on London funds, of such 
a size as to threaten the reserves, the organisation of the London Money 
Market was adequate to any reasonable emergency. The machinery 
and experience were available, and the general body of financial opinion 
knew what to expect when any given set of circumstances arose. The 
Continental exchanges normally moved for or against London together, 
and if for any reason these exchanges turned against London to the extent 
of bringing the rates down to gold export point, the automatic movement 
of the Bank of England official rate and consequently of the market 
interest and discount rates would usually have been sufficient to provide 
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the remedy. By virtue of many considerations that are outside the: 
scope of this article, London was then the recognised clearing house of 
the world. This finely balanced mechanism received a rude shock on 
the outbreak of hostilities. Great Britain was placed in the position 
of being able to demand repayment from practically every centre of the 
world, and these obligations moved the foreign exchanges so violently 
in our favour that they automatically collapsed, and all international 
financial machinery stopped functioning absolutely. This meant chaos, 
and chaos undoubtedly reigned everywhere, including London. The Bank 
of England official rate quickly rose and reached 10 per cent on Ist 
August, 1914. Many important steps were taken to adjust the financial 
situation by co-operation between the Government, the Bank of England, 
and the Money Market. Many of the steps taken by the authorities were 
very wisely conceived and very efficiently carried out. As the war pro- 
gressed the need for financing not only our own commitments but those 
of our allies forced the Money Market into what was practically a com- 
pulsory partnership with the Government, and this meant nothing more 
nor less than regulation of its activities from AtoZ. — 

The signing of the Armistice found the Money Market and the general 
financial and commercial machinery bound in fetters by Government 
control. There then naturally arose the question of how quickly and 
how far this Government control was to be released. i 


Financial Opportunism 

It has been said, and with some plausibility, that if the Government 
had been as well prepared for the needs of post-war finance as were the 
leading London banks and had faced the situation with the same con- 
sidered judgment there would not have arisen the grave problem of 
unemployment with which we are now faced, or at any rate the crisis 
would not have been so acute. In fairness it should be stated that the 
facts of the past three and a half years show that some of the relaxations 
from control were wisely conceived, but generally we are left rather with 
the impression that many of the steps taken to restore the country to 
normal were born more by the obvious needs of the moment than by 
any well conceived policy carefully thought out and prepared beforehand. 

In an article written for the Banker’s Magazine in February, 1920, 
I likened the world, which had just emerged from the fever of the war, 
to a sick man who had become convalescent from a high fever, and pointed 
out that no doctor of any reputation would immediately start feeding 
a patient so recovering on a meal of rump steak, etc. The danger that 
was there indicated has been exemplified, and the economic relapse of 
the country consequent upon, an unwise commercial activity after 
the war has been so severe that the conditions are worse now than they 
were during the war. 
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Post-War Government Policy and its Results 

The policy of the Government during the post-war period can be 

summed up under four heads—(1) “ Deflation,” (2) “ Taxation,” (3) 
“An undue fostering of Foreign Trade,” and (4) “ Socialistic Schemes.” 
Every one of these could possibly be justified on their inhérent merits, but 
when deflation was pressed at the same time as high taxation was imposed 
the pressure on the community became very severe indeed. Coupled 
with this dual economic pressure was the policy by which the Government 
sought to encourage the development of the foreign market to the exclu- 
sion of the home market. The plea enunciated by no less an authority 
than the Prime Minister was to give the foreign client all that he wanted 
even if it meant sending the goods abroad before they were actually 
sold, and to make the home buyer wait. The consequence of this was 
that prices were forced up unduly against the home consumer. The 
depreciation in sterling gave an enhanced purchasing power to the neutral 
countries, to the Far East, and to North and South America, and this 
was undoubtedly very considerably strengthened by the prosperity that 
came to them by reason of the war. The great shortage of many com- 
modities that the war had created led also to a very strong demand from 
these various centres for goods, especially of English manufacture, at 
almost any price. Heavy demands, in addition, came from allied coun- 
tries engendered by the false prosperity of the war, and also in some 
cases by the urgent need for some of the commodities, e.g. coal. This 
catering for foreign trade at a sacrifice of the domestic market was quite 
a wise and necessary procedure if the practice had not degenerated into 
heavy speculation. Huge lines of commodities were sent to the Far 
East, to South America, and to the Scandinavian countries, but it was 
principally to the Far East and to South America that the largest ship- 
ments went, and in many cases the goods were unsold. This was most 
unhealthy speculation, and in many cases involved the withdrawal from 
the home market of many commodities of real need. There can be 
little doubt that the Government put pressure either directly or indirectly 
upon the banks to finance foreign trade as much as ever they possibly 
could, and many lines of credit were granted which in pre-war days 
would never have been allowed. This resulted in the creation of a vast 
amount of frozen credit and the immobilisation of funds. A very 
dangerous financial situation thus arose—dangerous to those merchants 
who had shipped without selling and almost equally dangerous to the 
merchant who had not received payment or whose exchange contract 
was not closed, as the Manchester traders have found to their great 
regret. 

This wave of speculation in commodities had been equally or perhaps 
more intense in America and Japan. *It should, however, be said for 
both these countries that they had not had the knowledge and experience 
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of foreign trade possessed by our merchants. Serious crises arose first 
in Japan and later in the United States, and immense losses have been 
sustained in both these countries by merchants and bankers. Their 
foreign trade has sustained blows that it will take many years from which 
to recover. The commercial and financial crisis in Japan was the com- 
mencement of the debacle in trade—the effect of which is still with us. 
Still using our illustration, the patient who by now might have been 
convalescent has had a serious relapse, and it is difficult to say yet what 
will be the ultimate consequences. 


Responsibility of the Government 

The question arises as to how far the post-war financial policy of the 
English Government was responsible for this serious situation. In coming 
to a judgment on this question it should not be forgotten that the specu- 
lative movement was a world-wide one. We cannot, however, ignore 
the fact that so far as our own country is concerned the Government is 
decidedly not blameless. They did not seem to appreciate the fact that 
the bill for all the big schemes of social reform that were adumbrated 
had to be liquidated sooner or later; that workmen could not go on 
getting wages on the ever-increasing scale which they demanded and 
were conceded often under the influence of the Government, and that if 
the whole fabric of existence was not to be one nightmare of financial 
uncertainty this straining after an illusory Utopia would have to be 
stopped. The frenzied demand for commodities gave to the working 
classes tremendous bargaining powers of which their leaders were quick 
to take advantage, and the rank and file were just as alert and eager 
to press home. The consequences of this movement was to make the 
costs of manufacture prohibitive, and to make it impossible for impo- 
verished Europe, or as a matter of fact for any country, to continue 
to buy in any substantial quantities the goods of this country. No 
constructive efforts were made by the Government to guide the country 
from the dangerous path it was treading, and it was left to unrelenting 
economic laws to teach us the lesson. The series of strikes, like the coal 
strikes, which took place, dealt very serious blows to this country’s 
trade, and the grave reaction which took place towards the end of 1920 
and throughout 1921 has left the world poorer materially, but we hope 
wiser and richer in experience. 


Foresight of British ‘Bankers 
In contrast with the political-commercial policy of the British Govern- 
ment we have the more substantially conceived policy of our leading 
banking institutions, which is such an important matter for the 
development of our trade. ° 
The basic policy for the post-war period followed by the London 
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Money Market was to lay solid foundations upon which to build a financial 
structure that would enable the country to face the important problems 
that would inevitably arise on the conclusion of hostilities, and also to 
meet the severe competition that would arise from New York, which would 
_ naturally seek to maintain the position it had gained in international 
finance during the war. This policy was far-seeing and enlightened, and 
its outward expression was in the form of consistent consolidation. 
Amalgamation of several of the large banks one with the other took 
place and many of the smaller banks were absorbed. 

The international organisation of the banks was also overhauled, 
and they showed that they had learnt the great value there was in foreign 
exchange by the preparations they made to enter this field. The fore- 
sight of the management of the English banks has been justified in many 
ways, and it is doubtful whether they enthusiastically supported the 
freedom with which they were asked to grant credit to the trading com- 
munity. While they did this to a considerable extent they safeguarded 
themselves in every way they possibly could, and were the first to see 
the great danger that was arising by the forced prosperity due to the 
tremendous speculation all over the world, principally in prime commod- 
ities. Itis primarily the pressure of the joint stock banks, ably supported 
_ by the large English Eastern banks, that undoubtedly saved the country 
from a much more serious crisis than that through which we have 
actually passed. 


Money Market’s Subordination to Political Policy 

One of the difficulties with which the financial world has had to 
contend during the post-war period is the tendency of the London Money 
Market to be subordinated to political considerations which have alter- 
nated from one point of view to another according to the exigencies of 
the moment. (In passing it should be stated that what detrimentally 
affects the financial world must have a repercussion on trade.) This 
may not have been deliberate on the part of the Government, but was 
possibly born by the fact that the Government Departments are not 
experts in banking and international financial and in other commercial 
problems ; at least to the same degree as are the leaders of our principal 
banking and commercial institutions. 

We have little doubt that if the financial world had been left to work 
out its own salvation in a manner based entirely on its own inherent 
judgment a better condition of affairs would now obtain. Credit is a 
shy bird, and to give confidence to credit it requires that finance should 
have as its basis a stable and consistent but at the same time a very 
enlightened and intelligent policy. There are many evidences that 
London is again coming into its own as the financial centre of the world, 
but this renewal of confidence is due in no small degree to an appreciation 
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of the innate sagacity and experience of our banking institutions. The 
English banking system has been often criticised for its conservative 
policy, but it is this adherence to sound economic principles that took 
us through the financial quagmire of the War and through the more 
dangerous shifting sands of the post-war period. English and Continental 
banking practice are entirely dissimilar. Many of the leading German 
banks will grant credits against exports in the currency of the country 
where the goods originate. Banks doing business of this character are 
taking very serious risks, and though it may bring them a lot of business, 
the more sound policy is that of our banking institutions here of only 
granting sterling credits unless it be in a currency with some considerable 
element of stability. 


An Initial Blunder 

One of the initial mistakes of the Government after the Armistice 
was the promise of vast schemes of social development which, desirable 
in themselves, were fundamentally wrong in view of the huge national 
debt created by the war. It was obvious that the country could not 
afford such expenditure, and the wisest and the only moral course for 
the Government to have followed was to have told the country so. It 
is now quite evident that the country must economise to avoid bank- 
ruptcy. This curtailment of expenditure should be actual and not 
theoretical. There is a real danger that the Government may try to 
solve the political situation that may arise by drastic cutting down 
of expenditure by some financial subterfuge. For instance, the suggestion 
to capitalise a portion of the amount paid away annually in pensions. 

The policy of what was generally visualised by the Genoa Conference 
is one of strict common sense. The unfortunate part, however, is that 
the men who handled the agenda are men who are politicians by training 
and politicians by instinct. While they sought to accomplish the better- 
ment of commerce and finance generally the method of approach, owing 
to their training and outlook, often stultified the result at which they 
aimed. But this apart, there is no question but that unless half the 
world is to become a pauper-house and perhaps a welter of bloodshed, 
the leading countries of the world must get together to find some basis 
by which the economic conditions of Central Europe and Russia can be 
improved, and the wheels of commerce and finance set going on a sound 
basis. 

If the policy of the Allies after the Armistice had been really a peace 
policy things might not have been so difficult as they.are at present, 
but it is the militaristic attitude taken up by France and the uncertain 
political situations created by the ever-changing Governments there 
that have been the cause of so much unrest on the Continent. Some of 
us are beginning to feel a little doubtful whether the defeat of Germany 
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may not have raised up in another form a Continental military hegemony 
If the conference at Genoa could have swept much of this miasma it 
would have accomplished a good deal, as it is quite clear that trade and 
finance can never flourish with the sword. Peace is the handmaid of 
finance and of trade, and as trade is essential to the re-establishment 
of the exchanges, the general political conditions must be so improved 
that trade may take place with confidence. 


Results of America’s Isolation 

In reviewing the past there is another view that has somewhat sharp 
outlines, and that is the disappointed hopes of what the United States 
of America were going to do in the way of finance for those countries 
who were associated with her in the late war. It is quite clear that 
neither we nor our Allies had any legal right or title to any post-war 
financial assistance. The idea, however, was allowed to develop that 
the Allies could look to America for much of the material assistance 
that was necessary to set Europe going again. Instead of doing this 
the United States withdrew to its shell of insularity. This attitude may 
possibly have arisen owing to the want of political sagacity on the part 
of President Wilson in his handling of the Peace Treaty. We are, 
however, concerned not as much with the reason but with the fact that 
America did isolate herself from world politics for some considerable 
time after the war, and that also owing to her lack of knowledge and 
inexperience of foreign trade she has not been able to hold out that helping 
hand to the world generally which had been expected. She has accen- 
tuated this failure by raising a tariff wall against the trade of other 
countries so that it is difficult for Europe to redeem her debt to America 
by the only means within its power, and that.is trade. 

This attitude naturally has not made it easier for English trade and 
finance during the post-war period. It threw many burdens on London, 
which owing to the heavy strain of the war she ought not reasonably 
have been expected to bear, and it has thus complicated the trade 
situation in a way that can hardly be realised. 


The Financial Outlook 


We are still in the period of post-war finance ; we have not yet escaped 
completely from its vortex, and without being pessimistic it is difficult to 
see that we shall fully escape from it for some few years to come. Only 
the greatest possible wisdom, experience, and judgment can re-establish 
the trade of the country on a basis analogous to that previous to the war. 
The next five years will show whether we have the qualifications necessary 
to accomplish this. The future will be what we make it; but there is 
one thing that is essential, and that is, the pohtician must leave trade and 
jinance alone. The banker and the trader if left to work out their own 
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salvation will, we think, have sufficient accumulation of experience and 
judgment to lighten the burdens of mankind. Government expenditure 
must be reduced still further, and consequently taxation. The policy 
of deflation and the cheapening of money must be a gradual one and not 
in spasms and jerks, for this must do more harm than good. Our trade 
must be on a sound basis. Social and betterment schemes must be 
confined within possible limits. The gold standard, or at any rate, an 
approximation to it, must be restored as quickly as possible, and what 
is an important consideration and perhaps a little difficult one, the East 
must be taught to value silver more than gold. The West can supply all 
the silver that the East can absorb for some time, but for India to take 
the vast quantities of gold that are still going there is only to make more 
difficult the restoration of European credit with America. There is one 
thing that America cannot keep out by a tariff wall, and that is gold ; 
she must accept all gold tendered to her treasuries, at the equivalent of 
$20.617 per ounce fine gold, and so long as we are able to send gold into 
America, a commodity that we can neither eat nor wear, so long is it 
going to help to give Europe a greater power in restoring its international 
finances. 

It is a little unusual to attempt to justify the operations of international 
finance on moral or humanitarian grounds. A public man, however, 
who approaches these large problems of finance with a desire to do right 
is in his own sphere doing a work for humanity that is incalculably wide 
in its scope. He is probably bringing relief and sustenance to the millions 
of starving people in Central Europe; he is by his action making it 
possible for Europe to be able to draw on the vast agricultural wealth 
of the East. Immense crops have been grown and are capable of being 
grown in China and India, but they cannot be exported because people 
cannot afford to buy, and the man, or group of men, who can give this 
power to Central Europe is accomplishing a work for humanity of which 
he may justly be proud. 


Since this article was written, in the early days of April, the Genoa 
Conference has been held, but the results are still difficult to foresee. We 
have yet to know whether the Conference is going to leave the world 
poorer or richer for the discussions of the political heads of the different 
nations. 

The Chancellor of the Exchequer has also presented the Budget, and 
it is interesting to note that he paid a very high tribute to the services 
that the English banks had rendered to the nation during the severe 
crisis of the recent slump in trade. This statement confirms in a striking 
manner our contention that English banks have served us really weil. 
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A short article which brings the business man right up to date in regard to wireless 
possibilities during the immediate future. 





The Recent Developments in 
Wireless 


By LT.-OòL. O. G. ORAWLEY, R.M.A., M.I.E.E. 


the light of American experience, the possibilities of the new broadcasting facilities 


The author, who is Inspector of Wireless Telegraphy at the G.P.O., discusses, in 
announced by the Postmaster-General. 


A WAVE of enthusiasm for what the press aptly calls “ wireless in 

the home” is now passing over the country. In the United 
States of America this enthusiasm has been in progress for the last year, 
and has now become so universal as to be called “radio flu,’ a term, 
which shows that its dangerous propensities must be taken into considera- 
tion. Here, we are apt to move slower in exploiting the developments 
of science, and in this particular case there is much to be said for—“ And 
look before you ere you leap: For as you sow, y’are like to reap.” 


The Position in America 

In the United States wireless signalling, both telegraphy and tele- 
phony, has been given almost a free hand, so much so that the Government 
is being forced to consider means of preventing the almost chaotic condi- 
tions which now prevail. But it must not be thought that this free hand 
method was necessarily a wrong one. It has introduced the capabilities 
of wireless to literally millions of people in a striking manner, and at the 
same time it has brought home to these people the limitations of wireless 
in a way that certainly no other method could have accomplished. It 
is for us now to realise the facts, that is to say, the capabilities and the 
limitations, and to see that our methods of advance take cognisance of 
both. 

Before we can intelligently consider the future possibilities we must, 
or at any rate we should, understand the present facts. It is easy, far 
too easy, to rush off into the regions of guesswork and generality without 
having first acquired the solid foundation of knowledge which should be 
the starting point for these pleasant excursions into the future. 


How “Jamming” is Obviated 
We must first of all realise that all wireless messages are sent by 
waves in the hypothetical all-pervading medium called the ether, and that 
these waves are usually radiated in all directions, the strength of the 
received signals decreasing as the distance from the source increases. 
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The question at once arises how can a message be read if another message 
is being sent at the same time from some station within range: in other 
words, how can the “jamming” of messages be obviated? If the 
messages are being sent by waves of the same length, this length being 
the distance from the crest of one wave to the crest of the next one, the 
receiver will obtain merely a jumble up of words or morse signs, according 
to whether the message is by telephony or telegraphy. If, however, the 
wave lengths are different, the receiver can adjust, or as it is called 
“tune up,” his instruments so that they respond only to the wave length 
of the message which he wishes to receive. The trouble is that the num- 
ber of wave lengths available is limited, and unless some control is exer- 
cised chaos must ensue. In line telegraphy and telephony the message 
is confined to the wire, not, as in wireless, thrown out into space. But 
it is this very difference which makes wireless so suitable for broadcasting, 
that is sending messages to everyone within range who wishes to receive 
them. If the messages are broadcasted in words by telephony so much 
` the better, as few but the professional and the enthusiast can read them 
if telegraphy is used. 


Broadcasting by Wireless Telephony: Its Possibilities 


This is the aspect of wireless which has taken us by storm in the last 
few weeks, broadcasting by wireless telephony. Much too, of course, 
is included—everything that the gramophone can reproduce, from good 
music down to bad political speeches, and not after the event, but during 
it, and not in small doses, though prolonged may be by Mr. Pemberton 
Billing, but at full length. The gramophone, however, has an advantage 
which appeals to many, you can listen to what you choose when you choose, 
not, as in wireless, to what someone also chooses when he chooses. There 
is no end to the possibilities of wireless broadcasting if we forget the 
limitations, and even with the limitations as they are now there is a wide 
field. In the United States of America there are about a million receiving 
sets in use, and the demand continues. There are also some 25,000 
sending stations which have given rise to the somewhat chaotic state 
of affairs already mentioned. 

In America, music, stock exchange quotations, weather forecasts, 
health information, sermons, speeches, and advertising matter are broad- 
casted, and as there has been up to the present an absence of the control 
which is now being arranged, it is easy to imagine how frequently those 
at the receiving sets must be served up with a remarkable bran pie. 

In this small densely populated country the folly of letting loose any 
wireless broadcasting system without control is obvious. Here, all 
non-Government wireless stations for either sending or receiving have 
to be licensed by the Postmastér-General. Receiving licences are readily 
obtained for 10s. a year, but transmitting licences, charged for according 
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to the power used, outside those ‘required by commercial wireless com- 
panies, are granted sparingly and under strict conditions to bond fide 
experimenters only. 


The New Broadcasting Facilities 


At present there are some 9,000 amateur receiving licencees, and some 
400 transmitting ones, but the former number will no doubt increase 
rapidly in consequence of the telephone broadcasting facilities recently 
announced by the Postmaster-General. 

These facilities provide for the broadcasting by wireless telephony 
by British commercial wireless firms of certain matter, the nature of which 
has not been announced at the time of writing. The broadcasting may be 
carried out from stations in the following centres—London, Manchester, 
Birmingham, Glasgow or Edinburgh, Aberdeen, Newcastle, Cardiff, and 
Plymouth, at any time between 5 p.m. and 11 p.m. on weekdays, and at 
any time on Sundays on wave lengths to be arranged later. 

For reception, a suitable set can be purchased for from about £5 to 
£50, the better the set the better the results, and like most other purchases, 
it is seldom economical or satisfactory to buy a cheap article if a dearer 
one can be afforded. It is better to have if possible an outside elevated 
wire connected to the receiver, but a self-contained, though more expen- 
sive, set placed inside the room can be quite as good as, or better than, 
a cheaper one with an outside wire. 

This is a start. Where the future will land us it is impossible to say.. 
We can all indulge in prophecies, but let them be at least intelligent ; 
let us remember that jamming is caused by signals sent on the same wave 
length or lengths close to it, or by electrical disturbances in the atmosphere, 
and that the waves.radiate in all directions, but let us remember, also, that 
as the art advances jamming troubles will become less serious, and 
directional working will become more practicable. 


A Postal Hint 


E is a very common practice amongst industrial firms to neglect to use the 

full weight to which the postal charge entitles them. They would do well to 
remember that while it is a good thing to throw one’s weight about it is not wise 
to throw one’s postage weight away. Live firms will see that full postal weight 
is secured by enclosing with all their communications “ Snowball Advertising ”’ 
such as “ Publicity Envelope Enclosures ” afford.””—My. W. H. Burchell, Governing 
Director, The Caxton Press, Ltd. be 
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Bills of Lading 


“Shipped ”—“ Received for Shipment ” 
By DonaLtp Maoxray, B.L., Solicitor, etc. 


. É Riese Bill of Lading may be defined as a receipt for goods on board 

a ship. The time honoured form of it runs “ Shipped in good order 
and condition on board the good ship,” etc., and though the modern Bill 
of Lading is qualifed, extended, and excepted beyond recognition as 
compared with the old, the initial word “ Shipped ” has remained as 
a cardinal indication of the primary meaning of the document. 


Legal Position of the ‘‘ Received for Shipment ” Bill 


A practice has grown up of accepting goods for shipment, keeping 
them warehoused until a ship is ready to take them, and giving at once 
a: “ Received for Shipment ” bill of lading in respect of such cargoes. 
And the question thus arises, what is the exact legal status of goods 
comprised in such a bill before they are placed on board ship? Is the 
document really a bill of lading at all, in anything except name, and is 
it subject to the ordinary rules of affreightment contracts which govern 
such bills ? 

The practical convenience of the new style is obvious. Thus, in the 
case of a ship talling for a few hours only at an intermediate port to load 
a miscellaneous lot of goods which have to be stored appropriately in 
her various holds. In such cases it is hardly possible to sign, before 
sailing, bills giving the necessary marks and particulars to identify goods 
actually loaded and in the hold; moreover, such bills could not possibly 
be negotiated to local banks, nor could the necessary consular certificates 
be obtained in time to mail the documents by the same ship. The result 
would be delay on arrival at the port of consignment; it would be 
necessary to wait until the shipping documents arrived by a later steamer 
before a transfer of goods against documents could be effected. Even 
where no such short call takes place, the difficulty of getting documents 
ready after shipment and before sailing is always great in the case of cargoes 
arriving just at the last moment. In the Australian wool trade, and in 
the Colonial fruit trade, it is said that such difficulties can only be success- 
fully overcome by the simple plan of giving a bill of lading when the goods 
reach the dock or warehouse, and not after they are received on board 
ship. When goods are to go by any one of several ships, the convenience 
of the new bill is even greater. * 

But the point is, does the “ Received for Shipment ” bill constitute 
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a valid bill of lading? This question came before the Judicial Com- 
mittee of the Privy Council in the case of the ss. M, arlborough Hill v. 
Cowen & Sons (1921, 1 A.C. 444). It was then decided for the first time 
that a document whereby the receipt of goods is acknowledged for 
shipment on board a named ship, or on some other ship of a named line 
or lines, for carriage by sea and delivery to the shippers’ order, when such 
document is signed on behalf of the master, is a bill of lading for all the 
purposes of the Admiralty Court Act, 1861, s. 6. The effect of this is to 
give the Admiralty Court jurisdiction to entertain an action in rem and 
arrest the ship in respect of such a bill; but it may not necessarily follow 
that the bill is a common law bill of lading for all purposes of commercial 
law. In the actual case, goods were accepted in New York for delivery 
at Sydney to shippers’ order, and each separate shipper received a docu- 
ment purporting to be a “ bill of lading.” The ship named arrived at 
Sydney, but did not deliver the goods. Twenty firms, each of which 
were indorsees of one of the bills of lading, thereupon issued a writ in rem 
claiming damages as consignees of non-delivered goods under bills of 
lading and alleging that the goods had either been lost or not shipped 
within a reasonable time. The ship was arrested, and the owners then 
took proceedings to set aside the writ on the ground that the documents 
were not “ bills of lading ” within the meaning of s. 6 of the Admiralty 
Court Act, 1861. The New South Wales Court allowed the action to 
proceed and the Privy Council Committee affirmed this decision. Inci- 
dentally, the case assumed that a bill of lading is a completely negotiable 
instrument by the custom of merchants; and the decision may be re- 
garded as practically holding that “ Received for Shipment ” bills are 
valid bills of lading for all purposes. 

The following passage occurs in the judgment of the Board, which 
was delivered by Lord Phillimore— 

The two forms of bill of lading (shipped and received for shipment) may well 
stand together. The older is still in the more appropriate language for whole 
cargoes, whereas “ received for shipment” is the proper phrase for the practical 
businesslike way of treating parcels of cargo to be placed in a general ship : 
and the judgment goes on to give reasons why this is so. 

There is a doubt, however, whether such a bill of lading would be 
held to satisfy the terms of a contract of sale, whether c.i.f. or f.0.b. 
Each case may be governed by its own special circumstances. In view 
of these wide differences of opinion between those most competent to 
judge it seems highly desirable that an authoritative consideration of 
the question by the House of Lords should be obtained at any early date, 


A Leading Banker's Views 
Our readers will find the legal aspect of the question discussed in an 
article in the Solicitors’ Journal of 21st January, 1922, and the commercial 
and financial sides of it in an article contributed to Lloyd’s List of 21st 
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December, 1921, by Mr. Paine, Joint General Manager of Lloyds Bank. 
He states that even mercantile opinion is not unanimous as to the com- 
mercial utility of these bills. Bankers, shipowners, and underwriters, 
dealing with all trades as they do, generally uphold their value and 
necessity. But in various special trades, usually those of a routine 
character dealing with regular shipments of heavy articles, merchants 
often condemn them as unnecessary and as adding a complication to 
commerce, in view of their, at least doubtful, status of negotiability. 
This objection, of course, is based on the legal doubt at present existing 
as to whether or not “ Received for Shipment ” documents are true bills 
of lading, which can be dealt in and freely negotiated as such. 

Mr. Paine concludes by laying down three propositions— 

` First, that where the necessity for the use of anything short of a 
“ shipped ” bill of lading is established, it is far sounder and better to 
have a document which can be relied upon as being in accordance with 
the actual facts than to resort to the expedient of using a “ shipped ” 
bill which is not in accordance with the facts. This expedient has been 
resorted to in the past, and “ shipped ” bills of lading have been issued 
before the goods have been put on board. The practice is one which 
cannot be too strongly condemned, for it is subversive of all confidence, 
and if there is one thing more important than another in trade, it is that 
everyone who handles documents of title to goods should be able to rely 
upon them as stating the true facts. 

Secondly, that “ Received for Shipment” bills should only be used 
when their use has been expressly authorised by both exporter and 
importer. 

_ Thirdly, that “ Received for Shipment ” bills should only be issued 
when space for the goods in a named ship is available within a specified 
time, not exceeding, say, twenty-one days, from the date of the issue 
of the bills has actually been engaged by the exporter and granted by 
the shipowner. This stipulation would remove the chief objection 
to the use of these documents, viz., the uncertainty of the date of ship- 
ment, which is a vital objection to many trades. It would also remove 
the chief abuse to which this form of bill has been subject in the past, 
viz., that it has enabled the exporter to make use of the financial facilities 
established by the importer before he is fairly entitled to do so. 

Of course, no one advocates the use of “ Received for Shipment ” 
bills in substitution for “ shipped ” bills where goods can be, and normally 
are, shipped before the signature of the bill by or on behalf of the master. 
It is only in cases where they are either a practical necessity of exchange 
at all, or at any rate a proved convenience in the facilitation of exchange, 
that anyone proposes to use them. But in such cases, it must be gen- 
erally admitted, the issue of these bills should not be debarred by mere 
pedantry of legal or commercial usage. 
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“One could show literally hundreds of specimens of current advertisements which are 
old and stale and devoid of any vital force.” 


< Economy in Advertising 


By Max RITTENBERG. 















Advertisers who act upon the valuable suggestions given below will save money 
without any loss of real publicity. The author, an advertising expert of great 
experience, tells them how, by taking thought, they can make their announcements 
stand out from the common ruck. He urges the supreme value of “ news interest,’’ 
the necessity of frequently overhauling advertisements and of ruthlessly cutting out 
“dead wood,’’ and shows how to make them attractive and compelling to the reader. 














We are economy days. Itis no longer fashionable to fling surplus 
‘4 profits into broadcast “ general publicity,” in order to reduce E.P.D. 
Advertisers to-day want tangible results, and the utmost for their money. ` 

And so it is right that the advertiser should judge by direct results. 
Either— i 

1—Cost-per-enquiry, where the advertising is worded to pull in 
enquiries. 

Or, 2—Cost-per-order, where sales are made direct to the consumer. 

Or, 3—Cost-of-campaign in relation to increase-of-turnover, where 
the advertising is that of a manufacturer selling to the public through 
the customary trade channels. 

As to the “ general publicity value ” of the advertising, it certainly 
has a value, but an unknown one, and one which may not be cashable 
for years to come. 

When one judges by direct results, one quickly comes up against 
the problem of what size spaces to use. Will it be more economical to 
use small spaces or large? If a newspaper advertisement is displayed 
in a space double the usual size, will it bring in twice the results, or 
higher ? 

The answer to this is best furnished by the nature of advertisements 
used by successful mail-order firms and by departmental stores. They 
get their answer direct from the public, and very quickly. The mail- 
order firm, in particular, keying every advertisement, has its answer in 
unquestionably plain terms. 

Now, personal experience, and the experience of friends, and the 
evidence furnished by mail-order advertisers who run on in the weeklies 
and the magazines month after month and year after year, is that space 
should be governed by the limit of clear reading, 

If the interest of the reader can be definitely secured by a big headline 
or by an attractive picture, the advertisement will be read, even if it 
be sometimes set in type as small as 8-pt. solid. 

This is not theory. It is proved by the experience both of postal 
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firms and the big retail stores. One has only to look closely through a 

newspaper with this view-point in mind in order to be satisfied that 

constant advertisers, getting their answer direct from the public, continue 

to be highly economical on newspaper space, and to make every fraction 

of space work hard for its living. 
CZ 



















Of Stores, Ironmongers 
& Grocers everywhere. 
Se S.C. JOHNSON & Son, Ltd. 
(Dept. PD 
LOS West Drayton, Middlesex. | 
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You can learn to draw 
almost as easily as 
you learnt to write 





LIVER, KI 
& INT 


Used and hiphl 
GEORGE ROB 
JOE BECKETT 











You can-learn ‘fo draw almost ad Copy this xketoh or, beticr still, 


easil ya learnt- ite. do au original drawing for a 
the "waition. inist be. pa ai, Bat FREE PERSONAL CRITICISM. 


individual, of other promin: 
a total of 85'V 
You must have someone to guide you—to advise you—to encourage 
ou—to follow your ess and correct your mistakes step by step. 


ou need the gusdence of the Hassall School, which includes Mr. J 
Hassall s 20 years’ teaching sxperience, 


‘The Hassall Course is thorough and simple, It léads you—almost 
imperceptibly—to a complete mastery of your pencil and brush until 
you find yourself turning out drawings that amaze you 


You may have it in you to do big things in Art. If so, the Hassall 
Course will show yon the way, 


Why not-get a frank opinion as to your chances of success? Send 
an origine einer you erita The J H 
of the drawing shown or a 
FREE personal criticim. Tn reium C e John Hassall 
wil receive a 48-page, beautifull orrespo ndence 
Hustrated book, ‘'The John H 1 Art Schoo], Ltd 
Way,” and you will be told quite can- Arpi 
didly whether it is worth your while to 3 Stratford Studios, 
go further. In any cass, yow ars underxo Stratford Road, 


obligation whatcncr to take the Coxrse KENSINGTON, W8 
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ILLUSTRATION No. 1 
But one most important qualification is needed—the announcement 
must be really interesting. 
These close-set advertisements are read because they either— 


1—Deal with “ novelties,” or “ bargain offers '’—such as job lines from Govern- 
ment surplus, offered at figures which are clearly attractive. 

Or, 2—Contain ‘‘ news-about-goods "such as the advertisement of a depart- 
mental store, which is closely studied by the woman reader because it contains 
offers of goods which are fresh and of considerable interest to her. 

Or, 3—Deal with cures for ailrfents—and so offer promise of relief to sufferers. 

Or, 4—-Offer correspondence courses in art, literature, and so on—and therefore 
are of direct interest to those who hope to make a living by a talent with the pencil 
or pen. (See IHustration 1). 
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Or, 5—Appeal to people with a hobby—and such people will read almost any- 
thing relating to their hobby. A typical close-set advertisement ; headed by an 
attractive display line and picture is shown in partin IJlustration 2. 

Or, 6—Contain matter highly interesting to a specialised circle of people. 


500 Chicks 


Lives Saved. 


A great tribute to Karswood 
Meal. 


The death-rate among baby chicks is 
very high. 
It ıs estimated that one chick in every 
a five dies beforo it 
. grows up. There are 
many reasons for this 
high death-rate, but 
the chief is wron 
qmefeeding. There wi 
be no dead chicks if 
ou feed them on 
Carswood Chick-Rear- 
mam ing Meal sprinkled 
over with Karswood 
Chicken Powder (con- 
taining ground in- 
sects). Read the proof 






below. 


Karswood Stopped Deathe 
Instantly, and Chickena 
Forged Ahead. 


6, Francis St., Farnworth. nr. Bolton. 
Early this year I bought some White 
W yandottes and Rhode Island Red chicks 
frum a reliable breeder, and commenced: 


ILLUSTRATION No. 2 


An excellent instance of the latter is furnished by I/ustration 3, 
one of a series of advertisements running in Punch. It is the limit in 
close-setting. Half the wording is in 8-pt.; the rest is in 6-pt. And yet 
the matter it deals with is so interesting to anyone who has antiques 
which he or she would like to turn into cash that probably this series 
of chatty talks by “ Hurcomb ” is doing its work admirably. 

You will note that there is no border to this advertisement. It is 
a perfectly plain and square piece of type-setting, broken only by the 
display lines at the top left-hand corner and the signature at the bottom 
right-hand corner. And in the pages of Punch it STANDS OUT by 
contrast with the elaborate borders and the big display type and the large 
amount of white space used by certain other general publicity advertisers. 

Tf an announcement is really interesting to the public or to a specialised 
class of the public, it will pay to condense to the limit of clear reading. 

Therefore, in planning to take expensive space for a newspaper 
advertisement of this character, the rfght principle is not to decide 
arbitrarily on a space so-big, and then proceed to “ fill it ’—but to lay 
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out the advertisement in as small a space as will allow of good display 
headlines, an attractive illustration, and type matter which can be 
comfortably read. 

N SN 


\\ “PRESIDENT 
ere light and inva 
\ in wear 


nea www w cc ccnccnacnc cass anwsesscoscesescsessss sass s esses 


i 1 have never used a 
Eiremal iaeoe ime ak 
(Hear them all) though, as my many 

readers know, I have 


Telemal :- plead guilty to bav- 

ing filled many quires 
(Tell them all) Sf paper with my 
scribble — this same scribble has been 
described bya leading banker as ` beau- 
tiful and instructive pen-pictures.” On 
rages 152-5 of the current issue of the 

Connoisseur" there appears a very able 
article by ‘ Eiremal.” which, read back 
wards, my readers will see is nothing 
more nor less than the name of the 
famous seventeenth century silversmith 
—Lamerie. The article was not wnitten 
nor even Inspired by me, neither have I 
the slightest clue to the identity of ihe 
author. Although the beautiful photo- 
graphs reproduced the contents of the 
silver Dressing Case collected on onc of 
my motor tours last December, and sold 
by me b angtion in my rooms at Calder 
House for £3,300 on December 15th, I 
had no ideathat this had been done. The 
article simply stated that the case had 
recently changed hands. Well, I was the 
auctioneer,and thebuyer’snameappeared 
in the Press a day or so after the sale. 

Emulating the practice in the Newspa: 
world, I have beon crowing about my not sales, 
and etated that during the past few years I had 
sold more Jowols silver than all the other 
London auctioneers put together. Not so very 
long ago It was reported in the Press that a 
row of pearls was sold for £50,000. Really it 
was bought in, and J belisve sold afterwards 
by private treaty at a price which did not 
transpire. Anyway, the owner lost at least 
£16, by not accepting the offer of £68,000 
made for it at one of my sales. “ Truth" says 
of the advertiser: “ Nowhere else will you get 
a better price.” What other auctioneer has 
over sold as I did a single stone lady's diamond 
ving for £3,965; a single omerald, £5,000; a 
single diamond pendant, £7,300; three engrav- 
ings for £1,275? It matters not whether it is 
antique furniture, porcelain, pictures, collec- 
tlons of postage stamps; write to mo at once 
and ask me to call with my art expert. Forr 
minimum foe of one guinea, or for an agreod 
fee, you wil learn what one or more of your 
possessions will realise at my successful 
auction sales, held every neok. 

I never tire of telling how the newsvondor 
at Harlington, Middlogex, gavo £10 5a. for two 
silver mugs at a local auction sale, whoa some 

- one whispered in his car, * Take them along 
to Hurcomb's sale, you will get over £100 
profit there.” Within a weok I resold them, 
the lucky buyer clearing £110 on his purchase. 
WILLIAM EDWARD HURCOMB, Calder 

ouso 


St Piccadilly th 
Teleghonss Regent a5. Hurcomb 
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Economy in Advertising 





There are many technical devices for making the most of space. The 
simplest is, of course, to do without a border, and set to full width of 
column, just as editorial matter is set. And if such an advertisement is 
sandwiched in between others which are fanciful in character, or employ- 
ing a mass of white space, it will stand out just by reason of the contrast. 
(You have, of course, to be explicit with the Advertisement Manager of 
the paper that he will not run your close-set advertisement right up 
against others of the same character !) 

Other devices are— 

Decrease in type size—Starting off with one’s body matter in fairly 
large type, say, 14-pt.; and then reducing the size of type in succeeding 
paragraphs, say to 10-pt., and then to 8-pt. 

Overlapping of Illustrations—Using a combined block of two pictures, 
when the one overlaps some unimportant part of the other. 

Condensing a Life-size Ilustration—Showing part of the article 
life-size, accompanied by a picture of the whole of the article in very 
reduced size. 

Abbreviations—By shortening phrases, or abbreviating words, (or 
reducing the size of type used inside brackets), one Can sometimes manage to save a total 
of several lines. 

And when one can judiciously save space, one may be quite confident 
that one is saving money. 


* + + 

If the above be true, it may very reasonably be asked: “ Then why 
do the big national advertisers use such lavish spaces, such large display 
type, and such masses of vacant white space? They are advised in this 
matter by very keen advertising brains. They get a fair idea of the 
total results of their advertising campaigns from their increase of turnover. 
Why should they continue to use such large spaces, if smaller spaces 
would bring as good results ? ” 

The answer is that the public are not particularly interested in what 
they have to advertise. Soaps, cocoas, chocolates, tobaccos, cigarettes, 
beers, and so on, are old, old stories | 

There is usually no “ news interest.” Very likely the article is much 
the same as half-a-dozen of its competitors. The public have to be 
forced to read. Their interest has to be violently captured. They have 
to be taken by the scruff of the neck—and translating this into adver- 
tising terms, it means the use of lavish spaces, very large display type 
(as large as the newspaper permits), and the body-matter made highly 
comfortable to read by being set in type considerably larger than ordinary 
editorial type. 

In cases where the announcement has no vital interest for the public, 
where the story is so old that it is weasisome to the average reader, it 
ts necessary to use large spaces, and it would not be real economy to cut 


them down. 
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But if one can inject “ news interest ” into such an advertisement, 
it becomes no longer necessary to use “ strong-arm methods.” 


How “News Interest’’ Multiplies Pulling Power 


Here is an actual instance which shows how even a slight amount of 
“ news interest ” will multiply the pulling power of an advertisement. 
A certain patent medicine used to run a series of advertisements in a 
weekly paper, varying from week to week, but all of the same general 
type—an attractive headline, a prominent picture of some well-known 
man or woman who had used this patent medicine, a testimonial from 
him or her, and then the story about the medicine, running much the 
same week after week. 

This particular series was keyed for returns, and the results did not 
vary greatly. 

On one particular insertion, however, the results suddenly jumped 
to seven times the normal. Of course, a study was made of that adver- 
tisement to discover why it was proving such a gold-mine. And what 
was discovered was this: The actress whose picture and testimonial were 
featured in this announcement happened to have married into the peerage 
the same week it appeared. She was in the limelight—the public were 
eager to read anything about her—and apparently they even devoured 
an advertisement in which she said a few words about a patent medicine | 

This is highly significant. It clearly shows that a large number of 
people who usually will not trouble to read an advertisement of “ an 
old story’’ will do so when it becomes tied up with a personage of topical 
interest, and therefore to a certain extent becomes “ newsy.” 

And it has been the experience of other constant advertisers that if 
only they can inject something topical or newsy into their advertisements 
this at once makes space more valuable. 

Therefore, the road to economy in announcements of staple goods 
which are not particularly interesting to the public is to endeavour to 
add an element of real interest. And if this be done, it is safe to say that 
the public will read the story, even if set in small type and making the 
fullest use of the space. 

One of the principal tests to be applied to an advertisement in lay-out 
or in proof is this: “ Will it interest ? ” 

The advertiser himself is not the best judge of this. He is naturally 
interested in his own product. He may consider the subject of (say) 
pickles absorbing and fascinating. I suggest very strongly that a test 
should be made on outsiders—members of the public—the kind of people 
who are likely to buy the article. Does it interest them? Is it attractive 
to them? Does it appeal to them? Does it urge them to buy? If 
so, why? And if not, also why ? Sat 

Of course, there are certain advertisers who do “ try it on the dog ”"— 

216 








Economy in Advertising 





who definitely send out representatives to canvass opinions from members 
of the public on the product, and its method of packing, and the way it 
is advertised—whether they like it, or don’t like it, and whether it contains 
any point of real interest for them. 

But probably the majority of advertisers never take this trouble. 
They judge on the general looks of the advertisement, as it appeals to 
themselves and members of their firm and close friends. 

* * * 


The path to economy is to make an advertisement so interesting that 
it secures willing readers. This is just as real a saving as cutting down 
the size of the space. 


Change Your Copy Frequently 


And if one admits that “ newsiness ” increases the attractiveness of 
advertisements, then it follows as a logical consequence that frequent 
changes of copy in the course of a campaign are absolutely essential. 
A second insertion of the same announcement cannot be more interesting 
than the first. It will be less interesting. A large number of readers 
will automatically pass it over with the thought, “ I’ve seen that before.” 

This point is well known to mail-order advertisers who get their 
answer direct from the public. They find that repetitions of the same 
announcement at close intervals are not cumulative in effect. Repetitions 
produce decreasing returns, until a change of copy or change of setting 
revives public interest. 

There are certain Advertisement Managers who have definitely 
increased public reading of advertisements generally, and have secured 
better returns for their advertisers, by continually advising advertisers 
to inject freshness into their presentation of the “ same story.” 

Anyone who runs through an American magazine cannot fail to be 
struck by the ingenuity shown in making the announcements interesting— 
and in telling the same story in dozens of completely different ways. 
Many British advertisers are travelling the same path. But a great 
many others still do not. One could show literally hundreds of specimens 
of current advertisements which are old and stale and devoid of any 
vital force except a dull hammering of the same old wording into 
reluctant and unreceptive minds. 

This kind of advertisement is definitely wasteful and uneconomical. 
Those who use it do not judge on direct results, but are content with 
the feeling that their advertisement is accomplishing something in a 
vague general way not traceable in results. ` 

The road to economy is to insist on judging by results ; to rack one’s 
brains to find “ news interest ” which can be injected into the advertising ; 

pténd to make space work hard. ° 

ADVERTISING SHOULD BE NEWS! 
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When are Railway Goods Rates 
Coming Down? 


FURTHER all-round reduction in railway goods rates and charges 

is much overdue, and the representative associations of traders who 
have been engaged in fruitless negotiations with the companies for some 
months are quite rightly determined to press their claims before the Railway 
Rates Tribunal. Certain concessions, applying chiefly to coal, ores, and 
other heavy raw materials, were announced last month, but the traders 
demand very much more than these. They are asking the Railway 
Rates Tribunal to order that rates and charges, as in force on August 15th 
last, shall be reduced to 50 per cent above the pre-war level, or “ such 
other amounts as the Court shall deem just.” They point out that they 
themselves have been obliged to make drastic cuts in prices, which are in 
some cases down to pre-war level, whereas existing railway rates are 
approximately 110 per cent above that level. On behalf of the com- 
panies it is contended that any such drastic reduction would be 
uneconomic in the present circumstances, and that while a period of 
good trade might have rendered lower charges feasible, the stagnation 
in industry has adversely affected traffic. 

If good trade will render lower rates an economic proposition, it 
would surely appear to be in the best interests of the railway companies 
themselves to do everything in their power to expedite its return. It 
is a commonplace of business experience that when prices for any com- 
modity are too high trade falls off, and revives only when they are 
reduced. Railway transport is not exempt from this principle, which 
applies to every form of commercial service. Cheap transport is a 
necessary preliminary to trade revival—a cause, not a consequence of it. 
Those apologists who defend the existing rates on the ground that reduc- 
tions would impair the efficiency of the system, appear to overlook the 
fact that the price at which a commercial service is produced has an 
important bearing on the question of its efficiency. Ifa service essential 
to the life of the community is too dear for economic use, no amount of 
efficiency, as the term is commonly understood, will compensate for this 
fundamental defect. Railway transport is admittedly too dear for full 
advantage to be taken ofits services ; and that, too, at a critical period, 
when cheap transport is of vital importance in order to permit British 
traders to compete at all. It is the business of railway management to 
make its service cheaper, even at the sacrifice of some of its vaunted 
efficiency, if this is unavoidable, 

A.S. A. 
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The forceful personality of the great Clyde shipbuilder emerges clearly from this 
pleasant sketch, which justly extols. his noteworthy public services. 





The Business Man of the Month 


LORD INVERNAIRN 
By ARTHOR 8. WADE 


“ In the present difficult times if we can bring about a better understanding between 
the partners in productive enterprise we shall be making a contribution to the future 
well-being of the nation” 


I COULD not help thinking of the things I have read of Lord Invernairn’s 
early days when I saw what Sir James Barrie had said in his call to 
Youth at St. Andrews University. Our most engaging and bewitching 
playwright, himself a Scot, was unconsciously telling his young country- 
men to do things which Lord Invernairn, another Scot, had fifty years 
ago done with signal success. Sir James stressed the value to youth 
of knowing precisely what one means to achieve, and lingered rather 
tenderly upon his conviction that life has nothing better in its store- 
house of good things than hard work. He might have spoken of so 
many things which sound more inviting—travel, society, games, being 
celebrated—but he passed over these attractively-dressed creatures in 
order to present the old Cinderella of hard work. And I know of no 
man among our great industrial leaders of to-day who, in his youth 
as well as in his manhood, has so consistently proved the value of knowing 
what one means and working hard as Lord Invernairn. He has always 
aimed straight at his goal, and has never shirked the steep hills that led 
up to it. 


His Pride in Shipbuilding 

There are many industrial figures better known to the public than 
Lord Invernairn. A man of action, not given to much publicity, and 
having a deep aversion to theorising on subjects outside those he has 
mastered, he works for results and not for renown. He is at his best 
in the research laboratory, among his workshops and workmen, or on 
the deck of a ship which his firm has built. To be with him on a new 
ship is a real delight. You then see the joy of the man who shapes 
and fashions rude materials'to man’s use and enjoyment. I saw him 
recently on a great vessel which was being put through her speed trials 
before being handed over to her new owners. That beautiful and 
luxurious vessel, most sumptuously finished with the best productions 
of artists in leather, in wood carving, in painting, had been built 
throughout at ‘‘ Beardmore’s ’’—Lord Invernairn’s great works, which 
are situated in several parts of southern Scotland. Every part of her 
had only a few months before been shapeless raw material, but now 
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she sat regally on the Clyde waters, ready for her voyages to distant 
lands, a thing of beauty and utility for man to enjoy and employ. I 
don’t know what were the inner thoughts of Lord Invernairn in finding 
himself once more delivering a great ship; but I can imagine that, in 
the normal man, delight and pride on such an occasion would be almost 
overwhelming. 


The Key-note of his Career 


A man who looks younger than his 66 years, he does not in appear- 
ance impress you as being extensively concerned with industry. With 
his ruddy, healthy complexion, upright figure and long military 
moustache, he might be an army officer or a squire. The entire absence 
of any hint of worry or of the marks of hard work help the false impres- 
sion that he is not, and never has been, wrestling with deep problems 
or harried by any perplexities. Perhaps he is one of the very limited 
band of great industrial leaders who can shake off all anxieties, however 
pressing or weighty. Or it may be that, however thick the wood in front, 
he knows the path through it. Certainly he seemis to be sure of himself 
and sure that he can achieve his objects. That is the note of his whole 
career—confidence in his powers of judgment and of action, decision 
of character, and a great gift for getting what he wants. 


Building up a Great Industrial Enterprise 

When a boy of 14, after schooling at Glasgow High School and Ayr 
Academy, William Beardmore, as he was then, entered the Parkhead 
works at Glasgow, and although a proprietor’s son, he took his share 
of the labour in each department while learning the craft of the work- 
shop. At this early age he had decided for himself that all his knowledge 
must be first-hand, and he attended evening classes at Anderson’s 
College, Glasgow, being specially interested in mathematics and practical 
chemistry. Later he spent two and a half years in diligent study in the 
School of Mines, South Kensington. At 30 he succeeded to the head- 
ship of the Parkhead Forge, and then the knowledge he had patiently 
and ‘steadily acquired was applied with remarkable results. The 
Parkhead Forge was developed. He devised new processes, set up new 
classes of work which had never been done on the Clyde before, and 
no year passed without additions to his firm’s activities. To-day the 
firm of Beardmore is many times the size it was when he took over control, 
and has the Parkhead Forge for armour plate and ordnance ; armour and 
ordnance ship plates, boiler plates, forgings of all sizes, axles, tyres, 
railway wheels, marine furnaces, castings, etc., plate section and rail 
mills at Mossend, Lanarkshire; and marine engine and boiler works 
and ship-building yard at Dalmuir, on the Clyde. 

Lord Invernairn has been identified with a good deal of public work, 
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especially when organising his great works to yield the fullest possible 
aid to the country during the war. Made a baronet in 1914, he was 
raised to the peerage in 1921 for his public services. He has the Scottish 
quality of independence of mind. When fellow employers were dubious 
of the proposal to pay compensation to workmen, he was an outspoken 
supporter of the view that industry should bear the burden of cost for 
loss of life and limb sustained by the workers. Time has proved that he 
took the just view. Before provision had been made on any reasonable 
scale for technical education, he was advocating it as an absolute 
necessity for us if we were to maintain our industrial position: Again, 
Time has supported his view. He is among our warmest supporters of 
education, and believes that it not only increases one’s efficiency but 
adds a real zest to life. 


A Leader of the Welfare Movement 


The state of things in industry at present shows that Lord Invernairn 
can still find work for his keen faculties and abundant energy. A great 
engineering dispute is unsettling our industrial position at the time of 
writing, and it is to men such as he that the world looks for a way out 
of the present impasse, and not for that only but for a policy which 
shall hereafter ensure industrial harmony. Men with his foresight and 
temperament can alone bring about this happy result. Lord Invernairn 
has all along shown his deep interest in workmen’s questions and knows 
their point of view. One of the most interesting of his public appear- 
ances of late years was, when, as chairman of the Industrial Welfare 
League, he was entertained to a luncheon at which Mr. Jno. Hodge, M.P., 
told how he had once worked for the Beardmore firm, how the Steel 
Smelters’ Union, of which Mr. Hodge was the leader, had ‘been formed 
in 1886 and had never had a strike at Lord Invernairn’s works. That 
was testimony of happy relations between him and his own workmen. 
His own interest in, and energetic support of, welfare work is proof of 
his keen desire for industrial conditions of the best kind everywhere. 
He has expressed the view that welfare work is destined to become a 
governing factor in all that makes for harmony in industrial relation- 
ships. One feels the truth of that statement. The welfare spirit needs 
to be expanded throughout all industry, but something larger and 
wider is needed if the future is to be ensured against recurring outbreaks 
of strife. Lord Invernairn, speaking last year at Oxford, suggested that 
there should be a conference of employers and men: in Balliol “ in that 
graceful atmosphere of history, learning, and dignified calm.” Would 
it not be well to hold that conference soon, and on such broad lines 
that all primary industries should be represented and a body of industrial 
law thought out and agreed upon by both sides ? 
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Loan and Deposit Ledger Balances 
and How to Extract Them 


By W. REGINALD Bray 


ie businesses where there are many Loan or Deposit Accounts which 
are always fluctuating, it is well to extract the balances in analysis 
form, for not only will the increase or decrease in any account be revealed 
but ‘the detail can be readily ascertained of any increase or decrease 
in the transactions with each person during the period under review. 
Furthermore, the ledger will be automatically agreed. To explain 
the system to be adopted it will only be necessary to show the ruling 
of the Extraction of Balances Sheet with the results obtained therefrom. 

Let it be assumed that on the Ist February, 1921, the Balances on 
Loan Account amounted to £12,500 and Interest £900 8s. 11d., and in 
order to save space this total is divided up into five accounts as shown 
by the first two columns of the ruling. Each account is debited with 
one year’s interest at 5 per cent p.a. and additional interest in respect 
of further advances during the year, in addition E had a further advance 
of £1,000 on the last day of the financial year, a new advance was made to 
F on the 31st July, 1921. 

Columns 5 and 6 show the amoums paid off Loan and Interest 
respectively. 

The difference between columns 7 and 8 indicates whether further 
advances have been made or not om total, which in the example shows 
that there has been a net repayment during the year of £1,240, and this 
deducted from column 1 gives the total of column 11. 

Columns 3 and 5 give the same figure, viz., £1,240 by deducting the 
Gross Advances from the Repayments. 

Similarly columns 4 and 6 (for gross figures) or 9 and 10 (for net) 
show that during the year the interest accrued has increased by £199 
lls. 2d. f 

An agreement should be prepared as soon as the balances have been 
extracted as follows— 


Balances, 1/2/21— £ s. d. £ s. d. 
Loan $ s 5 12,500 - - 
Interest . . š > 800 811 
——— £13,400 811 
Add— š 
Loans advanced during year 1,600 - - 
Interest charged x A 640 - —- 
k 2,240 - - 
15,640 8 11 


Loan and Deposit Ledger Balances 
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Less— 
Loans repaid during year - 2,840 - - 
Interest paid . . : 440 810 


—_——_ 3280 810 
Net Balances, 31/1/22: £12360 - 1 





Balances per last two columns— 
Loans . : 5 š 11,260 - - 
Interest .` . . . 1,100 - 1 
— £12,360 - 1 





‘ 


The extraction of the Deposit Ledger Balances should also be prepared 
in a similar manner with the appropriate headings for each column. 


* % * 


The Calendometer 


A NEW device of the greatest utility to business offices has been brought to our 

notice, and having carefully tested it, we can confidently recommend it to 
the attention of readers. It is known as the Calendometer, and is, in effect, a 
time-measure, which accomplishes instantaneously and with absolute accuracy 
period and date calculations of the kind that are required daily by bankers, stock- 
brokers, merchants, and other business men. The invention of the Calendometer 
is made possible by a most ingenious application of the properties of decimals. 
It makes period calculation automatic, and without necessitating any mental 
calculation whatever, it shows instantly and simultaneously : (1) the number of 
days between any two dates whether in the same or different years ; (2) the number 
of weeks in the period ; (3) the day of the week of the opening date of the period ; 
(4) the day of the week of the closing date of the period. What date and day any 
given number of days or weeks after, or before, any specified date falls upon is 
shown with equal rapidity. The Calendometer consists of a series of handy cards, 
strongly bound in cloth, printed in clear, bold figures and in two colours. Its 
operation is simplicity itself, and we have no hesitation in saying that it will prove 
a boon in every office where “ time is money.” Full particulars can be obtained 
of the Calendometer Co., 24 Newman Street, Oxford Street, W.1. 


* kod 


Real Cause of Trade Paralysis 


JT is notorious that over a large part of British enterprise prices are fixed in such 

a way as to leave certain results after tax bas been paid. Ordinary consumers 
in reality pay much of the income-tax of certain classes of business. And that is 
easier when we remember the growth of trust and monopoly power, and the absence 
in many cases of effective competition..... 

The paralysis of our trade is not mainly due to high taxation here; it is due 
to world-wide collapse; the economic clauses of the peace treaties, the growth 
of tariffist restriction in Europe, and the unsound financial condition of other 
countries which has undermined their currencies, made it impossible for them to 
balance their budgets and so adversely affected the exchanges. Taxation is very 
high practically everywhere, so that there is a rough equality in that form of diffi- 
culty. We might take off all taxation, but that would do our trade little good 
while Europe remains in its present chaos. No doubt reduction of direct taxation 
is useful, but do not let us commit.ourselves to the economic extravagances of the 
Federation of British Industries—Mr. William Graham, LL.B., M.P., tm the. 
“ Daily News.” 


224 


? e 


“ Shareholders and policyholders have this much in common, that they are usually in 
. the dark as to the nature of the Company’s investments.” 


Marine Insurance Company Annual 
ccounts 


By 0. H. Jounson, A.O.1.I. 





i hese wisdom of the past is available to everyone in the tabloid form 

of proverbs, but though these undoubtedly contain in succinct phrase 
the crystallised and dearly bought experience of our predecessors, they 
are treated generally with the contempt bred of familiarity. An article 
of this nature would be superfluous were it not for the tendency of man- 
kind to “ buy a pig in a poke,” particularly so far as insurance protection 
is concerned. This frailty is not confined to the illiterate classes but 
extends to the commercial world, and as illustrating the latter point, 
an opinion was asked recently as to the financial stability of an insurance 
company which had aroused suspicion by refusing to pay a claim of a 
few pounds, the claim itself being quite in order. Reference to past 
records made it patent that for two years the concern had been practically 
insolvent. No doubt the excuse offered by the maidservant in Midship- 
man Easy will hold good, but what would have been the position of the 
assured had the loss been a large one? In this particular instance the 
latter had paid the premiums for some years under the impression that 
they were fully protected and without having made inquiry as to the 
funds backing the policy. Ignorance on this point may be bliss, but 
it is a crass folly for the wise to omit investigation of an insurance 
company’s financial status. 

Already, during 1922, there has been a considerable thinning out 
of the “ war-baby ” class of insurance companies, again, others have 
developed symptoms of financial “ rickets,” and although this article 
is not immediately concerned with this phase, one cannot be too emphatic 
as to the imperative need for judicious selection on the part of those 
placing insurances. Insurance is virtually the purchase of a promissory 
note payable either at death as in the case of life insurance or upon the 
happening of some named contingency : the basic principle being ultimate 
protection, and it is palpably evident that if there is a possibility of the 
company’s funds being exhausted the value of the policy becomes that 
of the proverbial scrap of paper. There is a great temptation to be 
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facetious regarding the business of an insurance company whose published 
results reveal that the expenditure incurred to obtain net premiums of 
£202 was no less than £2,181! Unwittingly the policy-holders may have 
hazarded their solvency as well as having thrown away the premiums. 

The annual accounts, etc., published by the ordinary trading concern 
convey little information to the uninitiated, and those of a marine insur- 
ance company offer even greater difficulties of elucidation. Even those 
persons qualified to draw reasonably correct deductions from the figures 
displayed for public consumption occasionally find difficulty in arriving 
at a correct estimate of the financial stability or otherwise of a company, 
especially where the accounts are issued in other than the customary form. 

Apart from any provisions of company law, the primary object of 
publishing details of the year’s operations is twofold—to ensure that the 
shareholders and also that section of the public likely to enter into busi- 
ness relations with the company, shall have available reliable and recent 
data upon which to base their judgment. 

The figures presented are presumed to represent accurately the finan- 
cial position at a given date, and also that the Balance Sheet contains all 
outstanding liabilities and the assets at a conservative valuation. The 
whole is supported by the certificate of an independent auditor, who, 
presumably, has had access to the company’s books and had every oppor- 
tunity of verifying the contents of the Balance Sheet. It is not desired 
to depreciate the value of this audit, but it must always be borne in mind 
that auditors are very largely spoon-fed with data, and their certificate 
_ that the Balance Sheet exhibits a true and correct view of the company’s 

affairs is “ according to the best of our information and the explanations 
given us.” 

It is essential that an examination of marine companies’ accounts 
should not be superficial, but be accompanied by a knowledge of first 
principles, otherwise the statistics will mislead if not mystify entirely. 
Few companies furnish more information than absolutely necessary, 
and some, though by no means all, indulge in the art of statistical camou- 
flage which distorts very effectively the financial perspective of the 
observer. A certain amount of reticence regarding intimate details is 
quite natural and justifiable. 


Delay in Presentation of Claims 

The first point to bear in mind when approaching this subject is that, 
unlike other classes of business, the profit on any year cannot be estimated 
with certainty at the financial year end, and, in fact, several years must 
elapse before it may be safely assumed that all claims have either been 
paid or advised to the company and due provision made. 

The reason for this apparent dilatoriness in settlement is that in 
the first place the hulls of vessels normally are insured for a period of 
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twelve months, consequently those Hull insurances effected towards the 
close of the year have by far the greater portion to run in the following 
year. It will be apparent, therefore, that an underwriter may not 
consider all of the, say, 1920 Hull risks, expired until the 31st December, 
1921, that is, at the conclusion of the second year. This, again, cannot 
be regarded as a final date, because although casualties occurring subse- 
quently cannot give rise to new claims applicable to that year, it does 
not necessarily follow that all legitimate claims have been presented. 
This may appear to be a “ Heath Robinson ” system, but it is due to 
the fact that where a vessel has been damaged by a sea peril but does 
not require immediate repair, the shipowner may elect to defer repairs 
until after the expiry of the risk or later. In cases of minor damages 
and when freights are high, the owner naturally prefers to keep his vessel 
employed as long as possible, hence the delay in the presentation of the 
smaller Hull claims. This was especially the case during the late war 
when in addition, the country’s repair facilities were overburdened and 
shipyards taxed to their utmost capacity. 

The repairs having been made, there remains the average adjustment 
to be drawn up which is a tedious process involving the analysis of repair 
accounts, etc., and their allocation in varying proportions over different 
interests. The enormous number and variety of goods carried in the. 
modern cargo vessel render the apportionment of a General Average over 
the individual contributions a colossal task, The delay in the hands 
of the adjusters may be a matter of months or years according to the 
difficulties and magnitude of the case. 


Methods of Presenting Marine Results 


There are in existence two recognised methods of publishing marine 
insurance companies’ accounts, on the Underwriting and Revenue year 
basis. Both are widely divergent in principle as will be shown, but it 
will suffice here to say that the former has the virtue of age whilst the 
Revenue Account, as applied to marine insurance, dates from the period 
when the larger composite insurance companies developed a penchant 
for the acquisition of well established marine insurance concerns. In 
certain instances, the absorbed company, like Jonah, retained its indi- 
viduality and continued to issue annual accounts on an underwriting 
basis, whilst others ceased to have a separate existence and were compelled 
to conform to the accounting system favoured by the parent company. 


Underwriting Account 
Briefly, the underwriting account is one which is charged only with 
those claims, returns and reinsurance premiums, etc., which are properly 
applicable to that year, i.e. the premium pn the risks written in any one 
year must bear its own losses, reinsurances, etc., and every year stands 
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by itself. The following accounts based upon hypothetical figures will 
assist in following the explanation— 


UNDERWRITING ACCOUNT, 1920, AT 31st DECEMBER, 1920 





Cr. 

f £ l ; £ 
To Premiums sr ‘ é 400,000 By claims paid 7 K ‘ 100,000 
` (less returns, reinsurances » Office expenses . a 30,000 
and agency charges) . » Balance carried down . 270,000 
£400,000 : £400,000. 





The above represents the position at the end of 1920, the account 
having run twelve months, the balance is included as a liability in the 
balance sheet, but is transferred to Profit and Loss Account on the Ist 
January, 1921. The premiums are shown after deduction of all return 
premiums, reinsurances, and agency expenses for the current year. 
To state gross premiums would be of no service, for a company’s losses 
should be limited to its net liability, that is, after reinsurance ; but, of 
course, where a company has written a large line, reinsuring the greater 
portion of it, they are responsible for the full amount should the reinsuring 
concern default. 


Profit and Loss Account 


PROFIT AND LOSS ACCOUNT AT 31st DECEMBER, 1921 





Cr. 
£ 
To Balance at 1st Jan., 1921 . 100,000 By Dividends March 22,500 
» do Underwriting A/c » do August 22,500 
1920, at Ist Jan., 1921 . 270,000 45,000 
„ Interest on Investments . 50,000 » Claims, return premiums, 
» Transfer fees . š A 86 Teinmsurances on account 


of 1920 paid since 1/1/1921 

and including underwriter’s 

profit commission . . 170,000 
„ Amount allocated to 

Suspense A/c to close 1920 





Underwriting Account . 50,000 
„ Loss on sale of Investments 1,500 
„ Income Tax, 1920, and 
provision for Excess Profits 
„» Duty g . . ‘ 76,550 
, Balance carried down r 77,036 
£420,086 £420,086 








Particular regard should be taken of the transfer of £50,000 to close 
off the 1920 Underwriting Account, for although in theory the underwrit- 
ing account should remain open until all claims have been settled, it 
has been found more convenient to open a suspense account at the end 
of the second year, which is credited with an amount sufficient to meet 
all known outstanding claims «plus any contingencies which may arise. 
This ensures that subsequent payments applying to risks written in that 
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year shall not burden another period, and provided that a company has 
consistently made ample provision when establishing suspense accounts, 
there will always be available the surplus balances of prior years. These 
form an additional reserve against the cycle of bad years which experience 
has shown is inevitable. It is possible for companies to underestimate 
deliberately their known liabilities in order to appear to have made profits 
but they cannot hope to evade a time when the suspense accounts will 
be exhausted and the Profit and Loss Account will then be depleted to 
make good the deficiencies of past years. It is needless to say that such 
a policy is as short-sighted as it is futile, for no amount of manipulation 
will materialise the spirits of departed suspense accounts. 

In order to ascertain the profit for 1920, the foregoing statements 
may be analysed as follows— 








Premium Income - £400,000 Office Expenses 30,000 or 7:5% 

Claims gond dur- 

ing 1920 100,000 ,„ 250% 

ldo paid dur- or 

ing 1921 170,000  „ 42:5% § 80% 
Suspense A/c 50,000 ,„ 12:5% 
Profit 50,000 =, 125% 

£400,000 





It is always advisable to calculate the percentage of the various items 
to the net premiums as these may be regarded as excellent indices of 
the profitable character (or otherwise) of a company’s business. 

Another test which may be applied is a comparison of the interest 
earned with the dividends paid, where the former is sufficient to pay the 
latter the financial position is greatly strengthened, for underwriting 
profits are available for the creation of an adequate reserve which is the 
hall mark of a sound concern. 

It will be observed that in the Profit and Loss Account the second 
year payments on account of claims, returns, reinsurances, etc., are 
merged, thus rendering a more careful analysis impracticable, but the 
surplus remaining reveals that after making an adequate reserve, there 
is an underwriting profit of £50,000 or 124 per cent of the net premiums 
underwritten, which is an eminently satisfactory percentage. An under- 
writer is to be congratulated if he can show an average underwriting 
profit of 8 to 10 per cent over a series of normal years. It may not be 
amiss at this point to reiterate that marine insurance protection costs 
the assured just so much as will recoup the underwriter for those claims 
which by experience he knows will arise, plus his expenses and a modest 
percentage of profit as recompense for the risk of his capital. 

The Balance Sheet proper contains tht balances of prior year suspense 


1 This item includes reinsurances, etc., paid on account of 1920, which are not usually 
specified separately. 
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accounts, and where these are substantial it is conclusive proof that in 
the past a sufficient sum has been allocated out of profits to meet future 
claims, etc. In addition, whatever Reserve Fund there may be will be 
shown and this in many cases will be found to exceed the paid up capital. 
Always consider the Reserve Fund in the light of the average yearly net 
premium income, and regard the ratio rather than the actual figures, 
because a series of unprofitable years on a high premium income will 
reduce materially even a large Reserve Fund. 


Revenue Accounts 

The title indicates that this form of account includes all income and 
expenditure during the accounting year, quite regardless of the fact 
that a considerable proportion of the claims, return and reinsurance 
premiums paid attach to risks written during the preceding years. 


Distinction between Underwriting and Revenue 

Accounts 

The fundamental difference between the above accounts is that in the 
former the payments on behalf of different years are distinct from one 
another, whilst the Revenue system is to merge all, setting off the total 
against the premium of the current year and, after bringing in the esti- 
mated known losses and a reserve for unexpired risks, determine the 
profit or loss at the expiry of twelve months instead of the two-year 
period of the underwriting account. 

The following may be taken as the average type ofa Marine Account on 
the Revenue Basis. 


MARINE ACCOUNT FOR YEAR ENDING Sist DECEMBER, 1921 





Dr. Cr. 
Marine Fund at 1st January, 1921 
Special Reserve £100,000 £ Claims paid including outstand- £ 
ing losses x : š š 280,000 
40% net premium or 80% 
being reserve for Office expenses : . : 28,000 
unexpired risks 150,000 or 8% 
250,000 P 
Premium Income, 1921 350,000 ‘Transfer to Profit & Loss Aje . 42,000 
(Less returns, reinsurances or 12% 
and agency charges) Marines Fund at 31st Dec., 1921 


40% net premium being 
reserve for unexpired 
risks £140,000 
Special Reserve 110,000 250,000 


£600,000 £600,000 


Marine Fund . 


An examination of the above shows that the Marine Fund consists 
of a Special Reserve of £100,000, and also a sum representing 40 per 
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cent of the preceding year’s net premiums. The reason for the latter is 
that the Revenue Account being closed after one year’s operations, some 
reserve must be made for the unexpired risks. In the light of past 
experience this reserve is generally fixed at 40 per cent of the current 
year’s net premium income, and thus if at any time the company were to 
cease writing there would always be in existence a sum equal to 40 per 
cent of the net premiums plus the amount set aside for known outstanding 
losses, with which to meet all liabilities whether applicable to the current 
or earlier years. This premium reserve is brought into the Marine 
Account the following year, which in turn has to provide a similar reserve ; 
the effect of carrying forward this reserve is that after the initial year’s 
business, each succeeding year has only to provide for 40 per cent of the 
increase in premium income, and where the latter has fallen then it benefits 
to the extent of 40 per cent of the decrease. Emphasis must be laid on 
the fact that this is not a cumulative reserve, as is the case with the 
suspense accounts of the underwriting system, but on the other hand, the 
Special Reserve is cumulative and many companies, where possible, 
prefer to increase the Special Reserve by any sums available by reason 
of diminution in premium income and the consequent reduction of 
premium reserve rather than transfer such sums to Profit and Loss 
Account. 


Outstanding Claims 


In the Marine Account the premiums call for no explanation and the 
actual claims paid are amalgamated with the outstanding losses estimated 
at the year ending. This provision for anticipated losses is automatically 
reduced as the claims are paid, and thus at the end of the second year 
it is possible to ascertain those claims still unpresented, and provide for 
them in the subsequent year’s account. Before leaving this section, the 
above account indicates that the Marine Fund at the end of the year 
has not altered because the Special Reserve has been increased by the 
same amount that the premium reserve has decreased, in lieu of 
transferring that gain to Profit and Loss Account. 

The Profit and Loss Account on the revenue basis does not call for 
special notice, the balance of the Marine Account being transferred to 
or from it as occasion arises. 


Balance Sheet 


There remains only the Balance Sheet, and this should include 
as liabilities the estimated outstanding losses and also the amount 
of the Marine Fund. Incidentally he former figure enables one 
to ascertain the actual claims paid during the year, as shown on 
page 232. 

231 








Business - Organisation - and - Management 











Claims paid including outstanding losses . . . . . £280,000 
Less outstandings (vide B./S., 1921) P A . : 3 . 180,000 

150,000 
Add outstandings (vide B./S., 1920) be : : x é . 110,000 
<. Claims paid during 1921 are . i P . ; ; . £260,000 


or 74:3% of 
net premiums. 


Break up Value of Shares 

The other component parts are self explanatory, but the time taken 
in calculating the break up value of the shares will not be wasted. The 
latter operation, briefly, consists in ascertaining the total market value 
of assets less all liabilities except capital and Special Reserve Funds. 


Investments 

In view of the recent amazing spectacular instances of gymnastic 
finance it may not be inopportune to comment on investments, particu- 
larly as to composition. Shareholders and policy-holders have this much 
in common, that they are usually in the dark as to the nature of the 
company’s investments, and although in the majority of instances the 
Directors are competent to, and in fact, do exercise adequate supervision, 
the recent débacle has well shown that speculation with the foundations 
of the insurance edifice, viz., its invested reserves, will weaken the fabric 
and inevitably bring about a collapse. The Assurance Companies Act, 
1909, does not stipulate for the publication of detailed investments, but 
a Bill has recently been introduced to enforce publication of such details. 
A number of companies have already voluntarily given the public this 
information, and whether or no this Bill becomes law, it is important to 
examine the information given in the Balance Sheet as to the nature of 
a company’s investments. These should at least be classified, in the 
Balance Sheet, into the recognised stock divisions with their total value 
in order to show whether too great a proportion is invested in securities 
not readily realisable, such as mortgages, etc. The golden rule regarding 
an insurance company’s investments is Security of Capital, and though 
the question of Interest is important it is of less moment than the former. 

Regarding Valuation, securities may be shown at cost price and an 
Investment Reserve Fund established providing for depreciation, or, they 
may be valued at the market price at the date of making up the accounts, 
after having written off ruthlessly any depreciation but ignoring 
absolutely any appreciation. Both methods are equally sound. 

An article of this kind must necessarily be somewhat technical, but 
those who neglect to regard the annual accounts of insurance companies 
as veritable mines of information may have cause to regret their lack of 
foresight. It is better to be suré than sorry, and if the companies them- 
selves watch their competitors’ statistics carefully, surely it cannot be 
superfluous for policy-holders to adopt a similar line of conduct. 
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“The sum total of the sickness in the country over a given period involves an enormous 
financial loss which, directly or indirectly, falls inevitably upon industry.” 


Occupation and Ill-Health 


By Ernest W. PHILLIPS, 
Fellow of the Institute of Actuaries, London ; 
Fellow of the Royal Statistical Society. 
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It is clear that the financial burden of the nation’s sickness falls ultimately upon 


Industry. Nevertheless, though statistics tabulate the amount of sickness, it is 
startling to realise that there are no detailed records showing the effect of occupation 
upon disease or analysing the causes of sickness. How badly these statistics are 
needed, and how valuable they would prove to Industry, will be seen from this article, 
which is contributed by a professional actuary who has specialised in industrial 
problems. 





fee there is no danger that in this country too much 
time will be devoted, or over-much effort diverted, to the collection 
and consideration of statistics. There is a very wholesome tendency to 
avoid the use of figures unless it can be shown that their collation is 
fully justified, and an equally wholesome vigilance over the hasty drawing 
of insufficiently demonstrated conclusions from the figures made available. 

On the other hand, even the actuary and professional statistician, 
if he combine with his knowledge that close touch with practical business 
management without which he tends to become little more than a theor- 
etical machine, must be satisfied that in the last few years any danger 
that the importance of statistics should pass unrecognised has been 
rapidly disappearing. This writer chances to be the honorary secretary 
of the Birmingham Area of the Institute of Industrial Administration, 
a society which has the advantage of embracing every phase of admin- 
istration in every variety of industry. A wide range of subjects is 
discussed and approached from different points of view by those who 
hold every form of executive position and who have emphasised again 
and again the importance of obtaining adequate statistics which shall 
be as complete, as correct, and as up-to-date as possible ; always provid- 
ing that a primd facie case has first been made out for the proposed records 
or computations, and that their value will be commensurate with the 
expense of their compilation. 

When two actuaries, Messrs. A. F. Hardy, F.I.A., and F. B. Wyatt, 
F.I.A., were instructed to prepare the necessary calculations upon which 
the estimates of sickness for the National Health Insurance Scheme were 
based, they found themselves faced with considerable difficulties because 
of the lack of ‘reliable or suitable statisfical records, and particularly 
the paucity of data upon female sickness. Recently a paper has been 
read before the Royal Statistical Society by Mr. Edward A. Rusher, F.1.A., 
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upon the statistics of industrial morbidity in Great Britain, and 
in this paper the author has set out in review the progress of investigation 
of sickness from the early struggles a hundred years ago to obtain adequate 
data, to the great mass of statistics of the Manchester Unity of Oddfellows 
dealt with by Sir Alfred Watson, the present Government actuary, in 
1908. Thus we are shown the difficulties which faced those who prepared 
the statistical basis for National Health Insurance. 

The author postulated the reasons for which it is desirable that a 
systematic attempt be made to investigate data in order to obtain some 
measure of the occupational incidence of sickness analysed into classes 
of disease. Three main points of view are suggested. The oldest is 
that of the friendly society, and naturally is primarily concerned with 
the financial aspect. A second has now been long recognised, that of 
the public health. The third point of view is a recent development : 
a growing disposition to inquire into the conditions under which the 
industrial classes carry on their occupation. On this third aspect of 
the question Mr. Rusher points out that there has been a steady widening 
of the limits of inquiry from the early days, when the main discussion 
was on the point of the effect upon their physique of the employment of 
young children, and later on the possibility of the reduction of the element 
of accidents in industry, to the present day, when, largely stimulated 
by the war, and the “ welfare work,” which was a prominent feature of 
war industries, such questions are being investigated as the hours of 
labour both as to time and place, rest pauses, ventilation, lighting, and 
so on. Much statistical information has already been published on 
these subjects in the United States, and in this country more or less 
comprehensive reports have been published on specific industries, e.g. 
munition workers, the iron and steel and the tinplate industries, the boot 
and shoe trade. 


Influence of Occupation upon Sickness Rate 

In a historical retrospect of morbidity statistics Mr. Rusher sets 
out the following general conclusions— 

(1) Age has the greatest influence upon the rate of sickness. Next 
to this, occupation is the most important factor in determining the 
amount of sickness. 

(2) Occupation has more influence upon the rate of sickness than 
has either locality or density of population. 

(3) Whilst locality and density have probably a minor effect upon 
the sickness rates, this effect cannot generally be dissociated from that 
due to occupation. 

(4) Existing sickness statfstics for female lives aré based on an 
exceedingly small number of facts referring to a comparatively remote 
past. 
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(5) No statistics exist of the sickness experienced by the community 
at large, corresponding to those which the Registrar-General publishes 
for mortality. The only available statistics are those of large friendly 
societies. These do not give information as to the causes of morbidity. 


A Vital Defect in Sickness Statistics 


The importance of the last-of these five points cannot be over-empha- 
sised ; it is most disturbing that in the whole of the available statistics 
of the amount of sickness there is no information whatever as to the 
nature or cause of that sickness. When an epidemic sweeps the country 
its effect is reported and measured wholly by a record of the number of 
deaths which result, except in the case of certain notifiable diseases. 
If the epidemic be sufficiently serious to arrest public attention, there 
results not infrequently an outcry that something be done to stamp 
down or at least limit the activities of the disease. Apart from such an 
outcry we may believe that the responsible authorities are in any case 
roused to ameliorative action; but of an epidemic of influenza, for 
example, there is practically no indication except the melancholy one 
provided by the death returns. 

Is it not ironical that it is only when a large number of people have 
died, when a large number of coffins have been lowered into the grave, 
when a large number of death registration forms have been written, 
coded, collected, collated, tabulated, and totalled, that at last the atten- 
tion, whether of the public, or of the health authorities, can be drawn 
to the severity and seriousness of the epidemic? Even the statistics 
of notifiable diseases are of a more or less general character, and detailed 
figures have never been published in this country showing the effect 
of occupation upon disease and the analysis of sickness into its constituent 
causes. 


An Industrial Reform of First Importance 

This is, however, a matter of public administration. Here we are 
more concerned with the business and industrial aspect of the question: 
the third point of view from which the value of morbidity statistics may 
be considered. We have seen that, after age, occupation has the greatest 
influence upon the rates of sickness, and an investigation of the occupa- 
tional incidence of each class of disease will obviously provide the clue 
to the elimination of much preventible sickness. Mr. Rusher points out 
that to measure the results of such investigations standard tables of 
sickness for this country are required, distinguishing between the sexes, 
and in the case of women also between married and single, and analysing 
the causes of morbidity. These would not show occupations separately, 
but deal with sickness as a whole for all occupations combined, possibly 
omitting some of the more hazardous. The records existing in the large 

235 








Business - Organisation - and - Management 





general approved societies with membership running into hundreds of 
thousands, or even millions, would readily furnish such a standard fairly 
representative of the industrial population of the country. Suggestions 
are put forward for the methods by which the sickness of any particular 
trade or industry may be measured against such a standard, but it would 
be out of place to consider those methods here, as obviously the work 
_would be entrusted to a professional statistician. At the moment we 
are more concerned to observe the positive advantages which such 
comparisons would secure. It is a simple economic truth that the sum 
total of the sickness in the country over a given period involves an enor- 
mous financial loss which directly or indirectly falls inevitably upon 
industry. Let it be clearly understood that we are not considering the 
possibility of eliminating all sickness. Towards this end it is desirable 
to work, but there is a much simpler problem requiring immediate atten- 
tion, and deserving that attention because of its simplicity : the elimina- 
tion of the excess of sickness from any particular malady in any industry 
over and above the normal amount of sickness from that malady in the 
country as a whole. The first and most important step is the making of 
the statistical investigations which shall reveal excessive sickness, analyse 
its cause, and detect the particular diseases contributing to it, and such 
investigations should receive the support of all those whose object it is 
to improve the conditions of labour, whether for the well-being of the 
worker, or the consequent increase in his ability for greater production. 
Mr. Rusher points out that at the present time little help can be expected 
from Government resources for the further development of this scheme. 
The work of the Industrial Fatigue Research Board is, or should be, 
well known to us all; it is unfortunate that it has been necessary greatly 
to reduce, if not indeed to suspend, its activities at a time when the 
United States of America are devoting each year larger and larger sums 
to this branch of research. For any further development we must look 
to the large employer, or to associations of employers, or trade federa- 
tions, any of whom could consider the matter in all its bearings, possibly 
by first instructing an actuary to prepare a short preliminary report upon 
the scope and the probable cost and utility of an industry-investigation. 
Viewed on the highest plane this work is pure humanitarianism ; inci- 
dentally from the employers’ point of view, on the lower level of commer- 
cialism, it would also be sound economy; one more example in our 
industrial history where the path of duty leads to a remarkably good 


business proposition. 
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is still practised by some firms, although the process is far from econcmical.”” 
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Some Undeveloped Fields for Improvement 
By P. T. LLOYD 


THE SERIAL SORTING OF PAPER FORMS 
(Continued from page 167) 


Semi- Automatic Sorting 
E is noticed that, in an edition of Advanced Accounting published so 
long ago as 1911, before the value of labour-saving devices was fully 
appreciated, Professor L. R. Dicksee describes a numerical card ledger 
system where, by an ingenious arrangement of tabs, any number required 
can be obtained at a glance. If this system is amalgamated with the 
hinged vertical card principle of the “ pricing outfit” (see earlier), or the 
hinged metal guide unit used with the Credit File of the National Cash 
Register Co., a set of receptacles covering a wide range of numbers is 
provided. To operate directly on the whole consecutive range under each 
cipher letter in serial numbering (i.e. 1,000,000 forms) without some 
preliminary sorting would be impracticable, but, as previously remarked, 
it is quite possible at the “ tens of thousands ” stage. Instead of cards, 
a series of thin steel guides, slightly larger than the forms to be sorted, 





Fie. 20 (1) 
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and designed as shown in Figs. 20, would be used and associated in a 
sorting unit or tray of 10,000 guides. There are two special features, 
however, with these metal flaps in which they differ materially from an 
ordinary’ card. In the first place, extensions are made at each side 
along the bottom edge to form lugs, and wooden stops are fastened to 
the compartments of the tray, each stop acting as a kind of “ false ” 
side; a free to and 
fro movement is 
allowed for the 
guide, but it cannot 
be removed from the 
tray, and the object 
for this will be seen 
presently. In the 
second place, a pair 
of small pointed pro- 
jections are provided 
at the bottom of 
each guide, and are 
arranged in gradua- 
ted positions to pre- 
Fie. 20 (2) vent a running toge- 
ther of slots cut, for 
their reception, in a metal base attached to the bottom of the tray (vide 
Fig. 21). The arrow-head projections and slots combined thus form the 
hinges on which the guides 
turn, and the pairs of slots 
are set apart at a distance 
suitable for the insertion of a 
single form between two 
guides; this prevents the 
“ packing ” of the tray as the 
forms are sorted into position, 
and extensions from the top 
Corners of the guides, bent 
back to form a double thick- 
ness, could also be employed 
if it was considered that the Fic. 21 
space reserved for the thick- 
ness of the paper form should be maintained over the whole surface of 
the guide. Another feature of importance is the partitioning of the tray 
into sections for 100 guides, to avoid the necessity of moving too great 
a number of guides backwards and forwards during the sorting process. 
A suitable sub-division of the tray into compartments for a total of 
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10,000 guides is shown in Fig. 22, provision also being made for a small 
ledge on which the forms to be sorted can rest. 

Taking 100,000 forms again as the basis, a grouping under the initial 
digit of each number would first be undertaken: Forms falling within, 








say, the 30,000 group would then be passed to the operator engaged on 
this unit of guides, and the individual forms immediately placed, in turn, 
into correct numerical order. It should be understood that no prelim- 
inary handling of guides in the neighbourhood of the position required 
would be necessary ; the form would be picked up from the bundle with 
thumb and fingers, the correct tab selected by a single motion, the guide 
moved forward with a disengaged finger, and the form dropped into 
place. The eye is assisted in tab selection by using. alternate colours 
for each group of ten guides, e.g.— 

030,000 to 030,009 White tabs 

030,010 ,, 030,019 Blue 

030,020 ,, 030,029 White ,, 

030,030 ,, 030,039 Blue 

etc. etc. 

and a smooth rounded finish to each tab is obtained by leaving a sufficient 
margin at this point for bending back the raw edge of the metal. 

To compose a unit for 500,000 forms, five sorting trays could act 
as slides or drawers, and be made up into a cabinet working on principles 
similar to those adopted for vertical filing systems, operations on the 
lower trays being conducted in a sitting, and on the upper trays in a 
standing, position. The cabinet would represent a permanent form of 
apparatus, and the retention of the forms in position behind each guide 
would not be justified when a certain point in the inflow had been reached. 
At this stage they would be withdrawn and, if necessary, stored in bundles 
on racks or shelves until due for destruction. The upper slot in each 
guide is designed with the object of facilitating the process ; batches of 
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forms are gripped near their exposed top edges, a slight loosening motion 
given, and the complete set withdrawn in one operation, the lugs and 
stops previously described keeping the guides in place. It will be 
appreciated also that these upper slots prevent, at the time of clearance, 
the retention unnoticed of a form in the tray, the cutting of corresponding 
slots in each partition of the tray giving a clear view through the guides 
from one end of the row to the other. 

There is no need to enlarge on the advantages of the system which 
bas been outlined ; it will be sufficient to say that, instead of creating 
group after group in bewildering variety, followed by a final interleaving 
with predecessors which have suffered the same treatment, each form as 
it comes before the operator is placed at once into its correct numerical 
position. That a great saving in time is effected will be patent (the new 
system should be at least four times as fast as the old), and not the least 
of other advantages is the power of “ stopping ” a number with a greater 
degree of certainty. 

For an industrial illustration the motion-study expert has taken the 
bricklayer to his heart; for an office illustration the serial-sorting system 
may be worthy of his attention. 


V.—NON-NUMERICAL SORTING OF RECORDS 


An Alternative to Colour Schemes 

The dispersal to different departments of the various leaves in the 
manifold system is no doubt assisted by the use of distinctive colours, 
which is due principally to these factors: that the colour sequence 
remains unchanged, that not more than one set of the colours is dealt 
with at a time, and that the inclusion in the loose packet collected for 
one department of a form proper to another at once becomes self-evident. 
The essence of the situation carrying these advantages lies in the fact 
that distribution is being made in an outward direction, but when an 
inward flow of forms is taking place, sorting by colour is not so advan- 
tageous as might at first be thought. This is by no means due to any 
limitation in the number of tints available, for the following list of colours 
would probably meet requirements in most cases: white, apple green, 
yellow, pink, mauve, pale blue, buff, grey, resida green, slate, light brown, 
salmon, i.e. a selection of twelve colours in all. It is, however, this very 
embarrassment of riches which is the prime cause of trouble; the tints 
must necessarily be light in tone, otherwise difficulty would be experienced 
in reading the entries on the paper, and with a miscellaneous assortment 
of all the colours, confusion would be caused, particularly when working 
under artificial light, by failure to distinguish between such tints as pink 
and salmon, resida green and pale blue, or buff and yellow, with consequent 
eye-strain to the staff while endeavouring to do so. The employment 
of colour schemes on an extensive scale for sorting an irregular order of 
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forms into groups is not therefore recommended, and the following 
alternative method is suggested. 

We are all familiar with the red disc on the front page of our evening 
paper, indicating the time of issue, e.g. “6.30 edition,” “late edition,” 
etc., which guarantees the inclusion of that valuable “ stop-press ” 
item. By varying the design, this easy and rapid means of identification 
can be extended to a considerable number of different forms, each of 
which could be recognised at a glance by placing a disc in a constant 
position, the most convenient spot being the top right-hand corner. 
No elaborate colour printing would be called for; the different designs 
could be confined to simple geometrical figures in black and white, as 
under, variations in outline being combined with code index letters in 
white on a black background, and vice versé. 


A fs 
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The system is extremely rapid in operation, and not only avoids the 
trouble of distinguishing between similar tints, which is inevitable with 
colour schemes, but also removes the distressing kaleidoscopic effect 
produced by a constant succession of changing colours. 


A Sorting Table 

The primitive method of sorting correspondence or papers on an 
ordinary table top is still practised by some firms, although the process 
is far from economical. If an improvement is made, it is usually in the 
direction of providing a rack or set of labelled pigeon holes, the sorting 
being carried on in a standing position. When this standing position 
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is essential it should be remembered that economy as regards space, 
and the periodical clearance of the racks, is effected by leaving the set 
of apertures open at both ends, so that two of the staff can face one another 
and work on opposite sides of the same rack. The performance of this 
work is naturally less tiring if conducted in a sitting position, and this 
is met by lowering the height of the rack, but retaining the same carrying 
capacity by dividing it into two sections arranged like the letter V, the 
VI 17—83 241 i 
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operator being seated in the narrow arigle between the two sections. 
Even with this method, however, fatigue is caused by the frequent raising 
and lowering of the arms, and one is brought back to the point that the 
primitive table top has, after all, its advantages, if labelling and increased 
capacity were possible, A sorting device planned as in Fig. 24 will give 
the maximum number of apertures within comfortable arm’s reach, the 
openings to which are all retained on a level plane. The back of each 
receptacle or box slopes at an angle of 45°, and the thinnest of paper 
‘forms will fall back and lie flat, instead of obstructing the introduction 
of later forms, as would otherwise be the case with a vertical partition 
as the receptacle became full. 
In order to bring every part 
of the table within easy 
reach, a central opening is 
provided for the operator, 
the material to be sorted 
being placed on a small ledge 
which is level with the open- 
ings to the sorting boxes. 
If documents were being 
arranged progressively in 
order of districts, customers, 
and dates, the three sets of 
titles required could be 
shown on a triangular pi- 
voted rod, one being con- 
nected with each row of 
receptacles. It is important 
to bear in mind with a fitting 
of this description that the 
maximum comfort, and there- 
fore the maximum output, is 
Fic. 25 obtained by ensuring that the 
height over which the hand 

has to pass at any point is no greater than that of ordinary table-level. 
Sometimes the number of documents destined for each receptacle, 
even in a small sorting tray, varies considerably, although the quantity 
of each kind to be provided for may be unknown until the actual 
sorting operation.is in progress. While still retaining the advantages of 
the sloping receptacle, the alternatives of expansion or contraction can 
be met by causing the partition itself to slide backwards or forwards, 
as shown in Fig. 25. Nothing of an elaborate nature is required; the 
` dividing slip of wood is attached to a metal rod, which travels along 
grooves at each side of a long trough, and the position of each slip 
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can, by tilting it back slightly, be varied at will, according to the 
current volume of incoming documents. In other words, the facility 
of an elastic set of pigeon-holes is secured. i 


Sorting Adding-Machine Slips 


The adding machine paper roll, from its tendency to curl, is an 
irritating thing to handle as a record. Why do so, it may be asked, 
when an injector and ejector on the carriage of the machine will deal 
with ordinary sheets of paper almost as expeditiously ? Unless some 
form of record of a more permanent nature is being prepared, the roll of 
paper would obviously be preferred, however, because the recording 
medium then attends to itself. The usual practice with this method 
would be to note each total separately as compiled, but there are many 
occasions when daily totals are being built up for a weekly or monthly 
account where it would be convenient to lay aside the list of totalled 
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items, e.g. under names of customers, and then prepare the account at 
the end of the customary period from the collected slips. The arrange- 
ment would also fall in with a scheme of organisation where the machine 
work is performed by a lower grade of labour than that to which the duty 
of preparing the final account has been assigned. With requirements 
such as these, the sorting of the strips of paper is simplified by the special 
type of manila folders shown in Fig. 26, which could be stored vertically 
in letter trays. In addition to the usual tab on the front cover for indi- 
cating name or title, a slight projection occupies the adjoining “ position ” 
on the back cover. When sorting the machine slips away (they can be 
folded into sections if unduly long), the first and second fingers can then 
move the pair of tabs apart, and the slip is dropped into place with the 
other hand without removing the folder from the tray. The central 
openings in each folder act similarly to those provided in the blotting 
book interleaved with letters for signature by the principal, ie. it is 
quite impossible for an inserted document to be overlooked. 

In connection with the listing of items on an adding machine, it may 
be mentioned that the turning over of invéices, and documents of similar 
size, is greatly assisted by placing the extreme top left-hand corner of 
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the packet in a “ bull-dog ” clip, which can be bolted either to a loose 
board or to the table of the machine itself. 


Loose-leaf Principles Applied to Sorting Apparatus 
A means for obtaining elasticity with a pigeon-hole system has been 
referred to above; a fluid order for the receptacles is also attainable. 
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When periodical statements, accounts, or reports are received from 
numerous outlying agencies (branches, stations, travellers, etc.) it is a 
common practice to sort them away, for subsequent reference, into 
cabinets fitted with pigeon-holes, but when additions, deletions, or altera- 
tions as regards the titles are of fairly frequent occurrence, the continuous 
maintenance of a strict alphabetical sequence is impossible. The work 
of sorting away a batch of statements is consequently retarded, because . 
the operator has to turn aside at intervals to the spare receptacles which 
are reserved for meeting current changes ; an occasional relabelling can 
certainly be undertaken, but the benefits which accrue are not lasting, 
and the work of affixing new labels and rearranging the contents of 
the pigeon-holes will, in itself, absorb an appreciable amount of time. 
A permanent resting place for each set of documents is assured by making 
the shelves removable, as illustrated in Fig. 27, i.e. the shelf slides in 
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“ I know of no profession or vocation in any walk of life where such absolute integrity 
and honesty is not only expected, but essential, as from an industrial chief.” 








and out of grooves, and is interchangeable with any other shelf. The 
label is not, as usual, gummed to the front edge of the shelf, but is slipped 
into a ticket holder, as shown, ‘and is further protected by a strip of 
transoloid. By retaining one or two reserve positions at the bottom 
of each tier, the compartments can be kept continuously in alphabetical 
order without moving too great a number of shelves at each change, 
and the label, once inserted, will last for the life-time of the title. If an 
“out” card, $-in. longer than the documents in storage, is placed in each 
compartment, it can be ignored during the process of filing away addi- 
tional material, but is instantly accessible for ascertaining or recording 
the location of any document withdrawn. 


(To be continued.) 
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Qualifications of the Modern 


Industrial Chief 


His Duties and Responsibilities 


A NOTEWORTHY estimate of the responsibilities and duties which 

fall to the lot of the modern Captain of Industry was given by 
Mr. Hugo Hirst (Chairman of the General Electric Co., Ltd.), during: 
the course of a lecture on “ Characteristics of a Great Industrial Organisa- 
tion,” before a gathering of Civil Servants at the London School of 
Economics, a short time ago. Further references to this lecture, which 
was of the greatest importance to students of industrial management, 
appear in the notes, but the following specially interesting passage is 
quoted tn extenso— 


It is little known what volume of high pressure work and intensity 
of thought are expected from a modern industrial chief, frequently called 
“captain of industry.” His duties are ever so much more complicated than those 
of the mere merchant or distributor. He has to deal with all the problems of the 
merchant so far as the distribution of his goods throughout the world is concerned, 
but whilst the merchant has the whole world open to him to buy in the cheapest 
market, the industrialist has to produce under conditions prevailing in his country 
in a manner to enable him to compete in the cheapest market. It is for him to 
judge the possible market for his wares and to lay out his works accordingly. We 
have no reliable census of production in this country, and a mistake made by him 
in this respect is often the fundamental cause of eventual ruin. It depends on his 
judgment whether he succeeds in selecting the best scientists, the best technical 
men, the best works managers, and the best commercia] people. It is up to him 
to so co-ordinate them that there is the least amount of friction, and yet in an 
industrial concern you have not only to reckon with such petty jealousies as are 
found everywhere else, but there is the fundamental jealousy or fight for supremacy 
between the commercial and technical element. 

He cannot possibly know all the details of his business, but he must be a man of 
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high integrity and education so as to understand the intricates cientific, technical, 
and commercial problems which are put up to him for judgment and decision when 
experts differ, which is all too frequently. ‘Research, development, production, 
sales, and distribution must be correctly co-ordinated in his programme. He must 
keep himself informed of all progress in his industry, of all progress in methods of ` 
production, of all new inventions affecting his interests, of activities of competition 
all the world over. He should know something of the raw materials and the pur- 
chasing capacity of each country, with which should be combined a knowledge of 
the political and social and economic conditions in these countries. 

It is for him to constantly encourage and inspire the men under him. He must 
endeavour by personal attainments to merit their regard and, by unbending and 
mixing with them on the right occasion and in the right manner, to merit their 
friendship and confidence. Above all, it is for him to bring home to his people 
the national need for production. He must have a good understanding of the 
principles of law and finance and should take every opportunity to offer his valuable 
experience to the country and those that rule it. 

Yet a man from whom this omniscience and ubiquity are expected goes in 
Government Departments generally under the name of “contractor,” with all 
the nauseous meaning that generally attaches to this word in that quarter. Believe 
me, there may be some dishonest contractors just as there are dishonest people in 
every walk of life. Ifa contractor falls short of your expectations it is generally 
not due to dishonesty but rather to incapacity or misadventure. I know of no 
profession or vocation in any walk of life where such absolute integrity and honesty 
is not only expected, but essential, as from an industrial chief. 

Under normal conditions, it is my duty to direct an organisation of from 15,000 
to 20,000 people. In industry we have no army regulations that enable us to 
command and that forbid subordinates to ask why. We have no common great 
danger which spurs us on to united effort; united effort is only possible if those 
you lead believe in your high ideals, your integrity, fairness and correctness in every 
detail of your actions. To my knowledge not one of the principal members of our 
whole organisation has an agreement. Weekly or monthly servants have been with 
us for a generation and do not worry about their future. ; 

His task, which has ever been difficult, is not lightened in modern times by the 
fact that the majority of his men have not only him but many others as masters. 
All his decisions must be quick, otherwise he loses opportunities and, though he 
may be subject to a Board, unless the Board give him the fullest confidence—includ- 
ing the right to make mistakes—so that he can act independently and quickly, 
he cannot make a success of the enterprise in the face of the. world’s competition. 

I cannot imagine how any Parliament could entrust any official in the Govern- 
ment service with such absolute powers as are assumed—and, to my mind, must 
be assumed—by the chief of an industrial concern. 


The Gentle Hint 


“I CONSIDER it to be the Business Magazine of the day, and have strongly 
recommended it to my friends in the business world,” writes a well-known 
sales manager, of BUSINESS ORGANISATION AND MANAGEMENT. 
Your friend will be interested in BUSINESS ORGANISATION AND MANAGEMENT. 
We shall be pleased to send him a specimen copy if you will kindly give us his 
name and address. Send the posteard now. 
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cating factory overhead expenses—a method which finds favour with English firms. 





Distribution of Engineering Overhead | 
Expenses 


By E. W. Worxman, B.So. (Ena.), A.C.G.I., ALAA. 


A Practical Example 


Cc SIDERABLE attention has been given recently to modern 
methods of distributing overhead expenses in engineering works. 

Taking the term “ Factory Cost” to mean the sum of the charges 
for direct labour, direct material, and factory overhead expenses, the 
total cost of an order is commonly calculated thus: All charges for 
material which is applied to the particular order and all charges for 
labour spent in manufacturing the particular order are booked direct 
to the order number. To the direct cost thus obtained there is added an 
amount for factory overhead charges, this amount being calculated as a 
fixed percentage of either the direct labour cost or the direct labour plus 
material cost. To this total factory cost a further fixed percentage of the 
whole is added to cover the commercial and selling department’s expenses, 
the final result representing the total cost of the order. Under special 
conditions—such as absence of variety of product—this method of 
arriving at the total cost may prove both convenient and accurate, but 
in the majority of cases the averaging of charges which is entailed may 
hide serious losses which are occurring in the manufacture of special 
articles or which are occasioned by the use of special tools. In order to 
obviate this many American firms, and an increasing number of English 
firms, are using the “ machine-hour rate” method of applying the 
factory overhead charges instead of averaging out the charges by the 
application of a flat percentage increase on the direct cost. In the 
machine-hour rate method every machine-tool is rated for overhead 
expense at so much per hour, and each order is charged with overhead 
expense according to the number of hours spent by the different machine- 
tools in manufacturing the article. Thus, if a finished article had been 
machined for six hours on machine-tools rated at 3s. per hour and for 
three hours on machine-tools rated at 5s. per hour, the total overhead 
expense chargeable to the order would be £1 13s. Direct hand labour— 
such as fitting—would be similarly treated, and the order would be 
charged so much per hour of hand labour spent on the order. 

The object of this article is to show, firstly, how considerable use may 
be made of the figures obtained in the usé of this system, and, secondly, 
to give a practical example of the calculation of the machine-hour rates 
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for a difficult department of a works such as a forge department using 
machine-tools which vary greatly in their characteristics. 


Grouping of Machine Tools 

In the first instance all factory overhead expenses for a department 
are distributed amongst the separate machine-tools of the department. 
An average month’s charges will be taken and each overhead expense 
will be treated separately according to its nature. Thus, depreciation 
charges on the buildings will be distributed according to the proportion 
of floor-space occupied by each machine-tool, depreciation charges on 
machinery will be distributed according to the book-value of each machine- 
tool, and charges for power will be distributed according to the actual 
power taken by each machine-tool. Full details as to how thesé charges 
are distributed are given in the practical example quoted in the second 
part of the present article. 

In order to apply easily the machine-hour rates ultimately decided 
upon, it is generally found best to make use of the individual job tickets 
which are usually made up to indicate the amount of work done by each 
employee on each different job number. (Other means, of course, 
will have to be adopted in those cases where only a few minutes are spent 
by an employee on each different job number.) This method involves 
taking into consideration the number of men employed on each machine- 
tool when fixing the machine-hour rate. Thus, if the overhead charges 
against a particular large planing machine work out at 16s. per hour and 
two men are required to work the machine, the machine-hour rate will 
be fixed at 8s. per hour, and for every hour’s work booked against a 
job by either of these two men when working on this planing machine 
an amount of 8s. will be added to cover the factory overhead expenses 
incurred. The next step after determining the charges against each 
machine-tool is, therefore, to divide the total charges shown against 
each machine-tool by the number of man-hours taken to work each 
machine. When this has been done it will be found that the different 
rates thus determined fall naturally into a number of groups for each 
department, and possibly half-a-dozen rates may be selected which show 
only a very small divergence from any of the rates previously calculated 
for each machine. For practical working all the machine-tools of the 
department would be given one or other of these six standard rates 
decided upon, and thereby a large amount of detail work in the cost 
department is avoided. This procedure would not involve any loss of 
accuracy, as the slight approximations would be well within the limits 
of accuracy of the distribution of some of the overhead charges such as 
those for heating, transport, and foremen’s wages, which can only be 
allocated on an arbitrary basi§. As an example of what rates actually 
occur in engineering work a machine-shop might have hourly rates of 
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2s., 2s. 5d., 3s. 7d., and 6s. for machine-tools, and Is. 9d. for hand labour, 
whilst a forge department might have hourly rates of Is. 5d., 2s. 9d., 
4s, 8d., and 6s. 10d., as shown in Fig. 6. 

For purposes of reference each of these rates should be given a number. 
The following system of numbering has been found to work exceptionally 
well in a large engineering concern. All group numbers are composed 
of two figures, the first figure representing the rate per hour and the 
second figure representing the class of machine-tool. Thus, in “ Group 
47” the figure 4 might indicate a rate of 6s. per hour for overhead 
expenses and the figure 7 might indicate that the machine-tool concerned 
was a boring-mill, A typical example of group numbers for a machining 
department is given in Fig. 1. 
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Fic. 1.—Factory OVERHEAD GROUP NUMBERS 


Some of the Results 


The arrangement of group numbers described permits of several 
useful results being obtained in addition to the more exact distribution 
of overhead expenses which results from the installation of the machine- 
hour rate method of allocation. This method is especially useful where 
the Hollerith or Powers systems of automatic sorting and tabulating are 
used. In these cases it is a very simple matter to prepare a weekly 
departmental statement of the number of hours worked on each class of 
machine. From a knowledge of the possible number of hours which 
could have been worked in each class a good check is obtained as to the 
correct distribution of machine-tools between departments and as to the 
efficiency of the working in each department. These weekly statements 
of machine-hours run will also form an excellent guide whenever the 
question of obtaining new machine-tools comes up. 

By analysis of the costs of completed orders statements of group-hours 
can be prepared to check that small work is not being unnecessarily 
machined on heavily-rated tools, thereby causing inefficient working 
and added expense. 

By means of the various statistics which the cost department is thus 
enabled to furnish with very little extra trouble or cost, it will probably 
be found that considerable economies can be introduced into the working 
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of the shops, and this, of course, is one of the chief ratsons d être of the 
cost department. 


The Calculation of Hourly Machine-tool Rates 


A forge is not an ideal department in which to apply the machine-hour 
method of distributing factory overhead expenses, but this department 
has been selected as an example for the purposes of the present article 
as an illustration of how special difficulties can be overcome. The forge 
department discussed below is assumed to form part of a large engineering 
works and to employ about 70 men. A variety of machine-tools are 
installed, ranging from a 2-ton steam hammer down to a number of small 
miscellaneous tools such as hack-saws, shears, drills, grindstones and so 
on. One of the largest special expenses of the department will be for the 
maintenance and operation of all the furnaces, which may use as fuel 
either coal, coke, or oil. The chief difficulty in such a department is 
usually found to be that each employee may work on a number of machines 
and not, as in a machining department, for example, where one man 
will work one particular lathe for weeks together. Where each machine 
is used by a number of different men the only thing to do is to deal with 
the machines in groups instead of individually. Thus, in the present 
instance, it may be found that the forge department is capable of rough 
division into seven groups, the men in each group only working on the 
machine-tools in that group. A statement of these seven main groups 
for the case under consideration is given below. It is an arbitrary 
division depending on the particular shop conditions found to be existing. 

Group 1. Twenty-five smiths and smiths’ strikers using between 
them three 3-cwt. steam hammers and three 10-cwt. steam hammers 
in addition to necessary furnaces, anvils, and so on. 

Group 2. Ten stampers making drop forgings and using between 
them five electrically-driven drop-hammers of 1 cwt., 7-cwt., 10-cwt., 
1-ton and 2-ton capacity, together with necessary furnaces. 

Group 3. A team of four men using a 1-ton steam hammer. 

Group 4. A team of five men using a 2-ton steam hammer. 

Group 5. One man using two bolt-making machines, two forging 
machines, and two small saws. 

Group 6. Fifteen men using miscellaneous machines consisting of 
two drills, four shears, two circular saws, two hack-saws, two benders, 
and two grindstones. 

Group 7. Ten men cmployed on non-productive work not chargeable 
direct to jobs, including such occupations as foreman’s clerk, coke-wheeler, 
store-keeper, and die-cleaner. The time of these men is, of course, a 
charge against the overhead expenses of the department, and as such 
forms part of the charges to be divided up between the first six groups 
detailed above. The employees in this department doing productive 
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work chargeable direct to jobs therefore only total sixty men out 
of the complete pay roll of seventy. 

The next step to be taken in working out the rates is to measure up 
the floor area of the forge occupied by each of the first six groups, 
and to calculate the percentage area occupied by each group as compared 
with the total of the six groups. The figures which have been assumed 
in the present example are given in Fig. 2.along with the percentage 
distribution of the productive workers between the six groups. 










Productive Men. Area Occupied. 








Description. 















Smiths : ; 
Stampers . x 
l-ton S. Hammer 
2-ton S. Hammer 
Bolt Machines 
Miscellaneous 
















TOTALS 












Fic. 2.—DISTRIBUTION BETWEEN GROUPS OF AREA OCCUPIED AND NUMBER 
OF PRODUCTIVE WORKERS 


The different items of overhead expense may now be considered with 
a view to distribution between the six groups. As a basis of distribution 
an average month’s charges (or the average of six or twelve months’ 
charges) would be taken. 

It will probably be decided that the expenses listed in Fig. 3 can be 
distributed most fairly on the basis of the number of productive men 
working in each group (Fig. 2). a 








Proportion of Expenses of— Charges for— Forge Expenses due to— 
Buying Dept. Forge Cranes Defective work 
Mailing Dept. » Slingers Lost time 
Employment Dept. » Clerks Health insurance 
Storekeeping Dept. » Inspectors Accident insurance 
Transport Dept. »  Foremen Unemployment insurance 
Time-keeping Dept. »  Storekeepers Stationery 
Costing Dept. » General labour Telephones 
Research Dept. 

Works Cashier 
Office Heating, etc. 








Fic. 3.—OVERHEAD EXPENSES CHARGEABLE TO FORGE DEPT., WHICH CAN MOST 
CONVENIENTLY BE DISTRIBUTED ON BASIS OF NUMBER OF PRODUCTIVE 
MEN EMPLOYED IN EACH GROUP 


The total of the charges shown in Fig. 3 for an average month is taken 
to be £500 in the present example. This amount is therefore distributed 
amongst the groups on the basis of the percentage number of productive 
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men in each group as given in Fig. 2. This distribution of the £500 is 
shown-in the summary given in Fig. 5. 

It is admitted that the correctness of distributing some of the charges 
given in Fig. 3 according to the number of men in each group is open to 
‘argument. Although in some instances it might be fairer to distribute 
the amounts in proportion to weight output it will probably be found on 
investigation, however, that the basis of distribution given above is the 
only practical possibility. 

Another class of expenses is given in Fig. 4, these expenses being most 
fairly distributed in proportion to the area occupied by each group 
as given in Fig. 2. The total of this class of expense for an average month 
is taken to be £250 in the present example. The distribution of this 
amount amongst the groups on the basis of the percentage floor-space 
occupied (Fig. 2) is given in the summary shown in Fig. 5. 





Proportion of Charges for— Forge Expenses for— 
Depreciation of buildings Lighting 
Fire Insurance Shop Sweepers 


Rents, Rates, and Taxes 
General Maintenance 
Watchmen’s Expenses 





Fic. 4.—OverHEAD EXPENSES CHARGEABLE TO FORGE DEPT., WHICH CAN MOST CON- 
VENIENTLY BE DISTRIBUTED ON BASIS OF FLOOR-SPACE OCCUPIED BY EACH GROUP 


A number of other overhead expenses remain to be dealt with. These 
consist of charges which can be more correctly distributed on some other 
basis than that of floor-space occupied or number of productive men 
employed. These additional items are shown distributed in Fig. 5 on 
the following bases. 

Maintenance of Small Tools and Dies (£125). Distributed to the groups 
on the basis of twelve months’ actual charges. 

Depreciation of Machine-Tools (£30). Distributed to the groups on 
the basis of the actual book value of each tool (i.e. purchase price less 
depreciation to date). 

Depreciation of Furnaces (£15). Distributed to the groups in which 
each furnace is used according to the different book values. 

Electric Power Supply (£200). Distributed according to the power 
used by each electrically-driven drop-hammer, shears, etc. 

Steam Supply (£500). Distributed according to actual amount of 
steam used by each steam-driven hammer. 

Coal, Coke, and Oil (£300). Distributed according to the actual 
average amount used in the furnaces attached to each group of machine- 
tools. 

All the overhead expenses “chargeable against the forge department 
have now been distributed between the six groups. In order to obtain 
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a rate per hour for each productive worker it only remains to total up the 
expenses shown against each group in Fig. 5 and then to divide the totals 
by the average number of productive hours per month worked in each 
group by the total number of employees in each group. In the absence 
of any special conditions the number of productive hours per month will 
usually be taken as the product of the full-time number of hours per 








TOTAL AVERAGE MONTHLY CHAROXS. DISTRIBUTION oF TOTAL CHARGES BETWEEN GROUPS. 








NATURE 6. 
or 
CHARGE. .| 2-ton S. H. | Bolt Mch. | Miscel. 
£ £ £ 
Charges as per Figure 3 41:65 8-30 | 125-00 


25-00 15-00 20-00 


n o» »”» 


Maintenance of small 


Tools and Dies . — 18-45 24-60 
Depreciation ofMachine- 
tools 4-00 2-50 4:50 
Depreciation ofFurn: : ce 


Electrical Power Suppl 
Steam supply . 
Coal, Coke, and Oil 


A. TOTALS 5 
B. Productive Hours 
(1 month) . .| 11,280 


Rate per hour(= By .| (Pence) 


Proposed Rate . 
Proposed Group No. . 




















Fic. 5.—Summary OF DISTRIBUTION OF OVERHEAD EXPENSES BETWEEN GROUPS 
AND PROPOSED RATES 


month and the number of productive workers in each group. ‘In Fig. 5 
the total charges against each group are shown divided by the respective 
numbers of productive hours per month, thus giving the rates per hour 
indicated. 

It will be seen from Fig. 5 that Group 6 (miscellaneous machines) 
works out at the lowest rate of Is. 5d. per hour, followed by the smiths 
at 2s. 9d. per hour (Group 1), and the stamps at 4s. 8d. per hour (Group 2). 
The rates for Groups 3, 4, and 5, however, are very close, and it would 
probably be expedient to give these three groups a common rate of, say, 
6s. 10d. per hour. The final result will then be a division of the forge 
department into four groups as follows— 


Group 10. Smiths and smiths’ hammers 3 . : . 2/9 per hour 
» 20. Stampers and drop-hammers 4B n n 
» 30. l-ton, 2-ton steam hammers, “and bolt-making 
machines, etc. z A 6/10 „n ,, 
» 40. Miscellaneous workers and tools è 7 ‘ ao AB ae? oss 
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The method of application of these overhead expense rates would be as 
follows. A separate job-ticket would be prepared for each job done by 
each employee. This job-ticket would quote the job number, the number 
of hours worked on the job, and number of the overhead group in which 
the employee was working. When the job-tickets eventually reach the 
cost department, the overhead expense chargeable against each job- 
number will be readily calculated by multiplying the number of hours 
worked by the rate per hour corresponding to the group number shown 
on the job-ticket. 

Before actually applying the rates finally decided upon, a test period 
of one month would be worked in order to prove that the factory overhead 
charges absorbed under the new method (as shown in Fig. 6) were approxi- 
mately equal to the actual charges incurred by the department. Pro- 
vided that the monthly charges do not vary to any large extent, and that 
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1 2 4 
Group. Estimated Number Proposed Overhead Wa rere ae 
! of Productive Hours Expense. on Jobs (2 x 3). 
No. | Description. Worked (1 month). Rate per Hour. £ S A 
[ 
10 Smiths 4,700 2/9 
20 Stampers 1,880 4/8 
30 Steam Hammers 1,880 6/10 
40 Miscellaneous 2,820 1/5 
= 














Total Overhead Expense absorbed in 1 month . 




















Actual average Overhead Expense for 1 month (as per Fig. 5) 





Fic. 6.—CoMPARISON OF OVERHEAD EXPENSES INCURRED AND AMOUNT 
ABSORBED ON JOBS FoR | MONTH 
the number of productive hours worked in each group have been accurately 
estimated when determining the rates, close agreement should be found 
between the actual monthly overhead expenses incurred and the amount 
absorbed on jobs in any one month. 

It will hardly be disputed that a more accurate cost of any 
job will be obtairied by the application of these varying rates than 
will be possible by the application of an all-round rate of, say, 150 per 
cent increase on to the labour charges. In this particular example a 
flat rate of this nature would quite possibly have hidden an actual loss 
being made on all orders coming to the 1-ton and 2-ton steam hammers. 
On the other hand, the cost of other work would have appeared too high, 
the result being a possible loss of orders. Under the method described 
the costs will be more accurate and the selling price will therefore be more 
exactly fixed to give the minimum amount of profit decided upon. Where 
competition is severe this may easily make the difference between the 
gain or the loss of an order, ag the overhead expenses are usually more 
important than the direct labour charges and may form up to 25 per cent 
of the selling price. 
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“If pene is to be a real thing; it must confer the ordinary privileges 
of the shareholder.” 





Profit-Sharing 


A Study and a Suggestion 
By Jonn LEE 


N the lifetime of most reviewers of books, the phrase has run to the 
end of the pen that “ this book fills a real void.” I would refrain 
from using the phrase in ordinary circumstances, but in the case of Mr. 
James A. Bowie’s book on Profit-Sharing with Employees (Sir Isaac 
Pitman & Sons) it is literally true. Most of us who have sought 
information on this subject have been driven back on Government 
Blue-books, on works by enthusiasts who have seen in profit-sharing 
the laying of the foundations of the New Jerusalem, on angry criticisms 
from the Labour point of view which unhappily convey the impression 
that the wish is father to the thought, and on a particular kind of 
“house-organ ” which describes in full detail the benevolent impulses 
of the employer. The consequence is that up to the appearance of 
Mr. Bowie’s book there has been no general study of the subject giving 
one the feeling of impartial analysis. So I write of it with a sense of 
personal gladness and gratitude. I hope that it will be studied both 
by employers and by Labour representatives. It will reveal, on every 
` page, fresh aspects of a subject which is of vital importance, and will 
be, I think, of even greater importance in the immediate future. The 
best part of the study is its width of outlook. Mr. Bowie analyses all 
sorts of methods of profit-sharing and co-partnery not merely from the 
pragmatic point of view, whether or not they are an immediate success, 
but with the wider vision of considering how they bear on the develop- 
ment of industrial structure. We are rather ready to speak strongly 
of those who would destroy the delicate fabric of industrial structure 
as we have it to-day, and they merit our condemnation, for they fail 
in not being constructive ; but we forget that while we see advantages 
in the.-arrangement of free capital employing labour at wages, yet none 
of us is quite satisfied that it is a permanent or final device. Mr. Bowie 
studies all sorts of attempts to introduce new factors into the arrange- 
ments as we see them, and always from the point of view of the future 
and more perfected industrial structure. It is this which gives his book 
its special value. No other book in England or in America has 
attempted it. So, I say, “it fills a real void.” 

Profit-sharing has been adopted from various motives. Sometimes 
the motive has been that of benevolence; sometimes it has been an 
attempt to counter Trade Unionism ; sometimes (generally in America) 
it has been a trick to combat the mobility of labour ; sometimes it has 
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been a sincere and an honest attempt to find a solution for the central 
problem of industry; sometimes it has been a desire—not purely a 
benevolent desire—to give men a reasonable chance to display initiative 
and energy, with the frank recognition that the industry itself would 
benefit. There have been various schemes, and all are described in this 
book ; but it is not too summary a judgment to say that the striking 
fact is that such a proportion of them have been failures. ‘‘ Of the 380 
schemes known to have been started in this country, some 195 have 
been abandoned. Of the remaining 182 schemes (apart from those 
started in 1919), the average life is about fourteen years; and only 
eight of them have been in existence for over forty years, and only 
thirty-four for over twenty years.” It is a grim record. 


The Disappointments of Profit-Sharing 

What is the explanation? There has been uniform disappointment. 
Even in cases which are included in the “successes,” there has been 
disgruntlement. The workers have not been grateful for the benev- 
olence ; employers have been disappointed in the results ; the-workers’ 
organisations have been hostile—not always justly so; the absence of 
profits has not found the sharers generous in judgment and the manage- 
ment has been blamed ; changes of management have upset the schemes. 
But all these varied results can be summed up conveniently in the state- 
ment that division of profits has generally meant that the sum divided 
is very small; it is a “ minimal sensible,” and is too small to have any 
influence upon the worker. Further, and much more subtle, the sum 
is too small and too rergote from the day-by-day work to spur the worker. 
“Christmas is far away even from September,” says a long-forgotten 
proverb, but it states a real truth. Thus, if we are to tone down the 
difference between capitalist and worker, we shall need something more 
immediately effective than an annual or a semi-annual division into 
small sums. If the worker is to be so interested in the business as to 
be influenced at all, it is by some means which will encourage his under- 
standing and his sense of fellowship, and will reconcile him to a fall 
in the extra recompense due to him when such a fall is needed. 


The Tangle of Co-Partnership 

From this, Mr. Bowie proceeds to discuss the tangle of co-partnership. 
He analyses various schemes. He shows the broad advantages of co- 
partnery over profit-sharing. He shows the central defects of those 
schemes which distribute certificates which are not real partnership 
certificates, which confer on the worker no real rights, and which by 
their conditions occasion irritation. The scheme of Messrs. Lever Bros. 
is carefully examined. So is’that of Messrs. Taylor at Batley. The 
Batley scheme has been amended several times, and the development 
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bears a striking resemblance to that which has taken place in an 
American company which tried a similar experiment. On the whole, 
it is a scheme which presents many attractive features. Some will be 
disturbed on hearing that the workers now own more than half of the 
shares and that they draw about three-quarters of the profits of the 
business. Here lies the real crux. If co-partnership is to be a real 
thing, it must confer the ordinary privileges of the shareholder, and 
yet one can see dangers if the worker-shareholder has not the foresight 
or the mental equipment to see beyond present profits. Both in France 
and in the United States attempts have been made to get over this 
difficulty, chiefly by the foundation of a separate consultative body. 
Mr. Bowie’s study of this difficult problem is one of the acutest portions 
of his book. 


Contributory Co-partnership 

He sums up, inevitably, I think, in favour of contributory co-partnery. 
His reasons will appear from what has been said. They are that by 
this means the employee is given a continuous (he might say a “ pro- 
gressive ”) interest ; there is a primary elimination in that only those 
employees who will appreciate the privilege will be likely to join; there 
is a real sense of co-partnership in that the worker-partner not only has 
something at stake, but has placed something at stake. Of course, the 
wise employer will hold out inducements and these may take different 
forms, such as easy acquisition, guarantees of minimum value, assist- 
ance in the payment for shares. For while we may urge that the 
worker-shareholder should be on the same footing as the ordinary share- 
holder in respect of moral responsibility, thereis a certain risk which 
it is not quite just that he should take, and there must be some restraint 
on the possible depreciation in the value of the shares. However, I am 
sure that Mr. Bowie is right in his claim that “ contributory co-partner- 
ship possesses the maximum of advantages.” It is not a perfect and 
invariably satisfactory device for providing capital. After all, the sup- 
ply of capital at the outset is a venture, and the risk must be rewarded. 
But to say that is not to overlook the fact that in the process of industry 
afterwards it is deadening to the worker to suppose that he will be con- 
tent with the dull round and to see the venture of capital rewarded 
over and over again. 

It will be well if every employer studied this book. He may not 
find it practicable to inaugurate such a scheme. Indeed, he may not 
find the suitable occasion for a frank and full discussion, and such a 
discussion is essential to the success of any scheme of the kind. At the 
same time, Mr. Bowie’s book gives an unrivalled account of all the 
varied methods and, as manager of a busifiess, he should not allow himself 
to be unacquainted with these methods—at any rate, in outline. 
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Industrial administration in the future will call for resources and 
adaptations in order to bring the enthusiasm and the energies of all 
concerned into full focus, and we must set out to learn from all sorts 
of experiences. Mr. Bowie has first-hand knowledge; he has: vision, 
and he has grasp and a sense of proportion of which he is to be envied. 
I have written at greater length on this book than is usually possible 
to a reviewer, but as a student of the subject for over thirty years it 
has made an appeal to me which I find it difficult to acknowledge. 





rec 


Work of the Twentieth Century 


[m] a 0] 


The greatest waste in industry is caused by neglect of the 
human element in productive enterprises. The work of 
the nineteenth century was to perfect the mechanical utilities 
and machinery. It must be the work of the twentieth 
century to concentrate on raising and elevating the man or 
woman behind the machines—not by maudling sentimentality 
nor by anything that savours of philanthropy. Philanthropy 
is the daughter of charity, and charity is the mother of loss 
of self-respect, as degrading as it is hateful to every true 
British instinct. 





Ri. Hon. Lord Leverhulme 
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Australian Mutual Provident Society 


TH seventy-third annual report of the directors of the Australian Mutual 

Provident Society, covering the year 1921, is a record of exceptional progress 
which must be extremely satisfactory to the policy-holders. New business assured 
totalled in the Ordinary Department £9,855,217, and in the Industrial Department 
£2,990,298. The death claims, including bonuses, amounted to £1,817,916. The 
total revenue for the year was, for the Ordinary Department, £5,882,754, and for 
the Industrial Department £830,709. The total funds amounted to £46,711,178, 
an increase on the year of £2,863,227. The Actuary’s Investigation report states 
that the whole of the Ordinary Department’s policy liabilities have been valued on 
the assumption that the Society’s funds will earn an interest rate of only 3 per cent, 
and such an impregnable position has been reached that it is unlikely that additional 
reserves will be required in this direction. As the Society earned last year £5 5s. 
per centintereston its funds, the enormous strength of the Reserves made is apparent., 
After proyiding for these large Reserves, and increasing the Investment Fluctuation 
Fund to £200,000, £1,489,753 remains available for distribution among the holders 
of participating Policies in the Ordinary Department. This is the largest sum ever 
distributed by the Society as casi? bonuses for a single year, and represents 42:4 
per cent of the premiums received during the year on participating policies. The 
London office of the Society is at 37 Threadneedle Street, E.C. - 
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The sound advice to ambitious young men given in these chatty notes is based on wide 
knowledge of the world and a quite unique business experience. : 





Table Talk on Business Topics 


By Dr. ELLIS T. POWELL 
Formerly Editor of the “Financial Newa” 


Case suggested surprise inspection of securities about which we were 
talking last month has found swift and authoritative support. 
I applied the hint mainly to the individual, but it has found favour in 
a wider area. We have had a definite acceptance of the principle fol- 
lowed by the announcement, in the case of some of the larger companies 
(with securities to the tune of millions in their safes), that it is in active 
operation. That is to say, the committee of directors supplements the 
annual report by a certificate to the effect that it has actually examined 
the securities which the company is stated to hold and has found them 
to be correct. This is the only really effective way to prevent the 
recurrence of such episodes as that of the City Equitable. The method 
is all but absolutely watertight. It will only fail where a committee of 
four or five directors conspire to put forward a false certificate, and the 
responsibilities for such an outrage will be so crucial that the contingency 
is almost unthinkable. 


Not a Committee of Two 

I say a “ committee of four or five ” because a committee of two is 
not big enough. It would be as bad as a committee of three, of which 
two members never attend the meetings. Let me tell the story of an 
actual case. A certain company maintained a reserve fund in gilt-edged 
bearer bonds running to six figures in market value. From time to time 
these investments served as the security for a large bank overdraft. 
They were kept in a box at the bank, to which only the chairman and a 
director (being a security committee of two) had access. The integrity 
and safety of the holdings was the subject of a periodical certificate by 
these two gentlemen. Once upon a time another of the directors heard 
that the chairman was engaged in financial operations of enormous 
magnitude, quite beyond the resources which the operator was known 
to possess. The director bethought himself of the company’s securities, 
and there flashed across his mind the ghastly fear that the chairman had 
“annexed ” them for his own purposes. Forthwith he took a taxi to 
the chairman’s office and requested that gentleman and the other 
custodian of the securities to go with him to the bank. The chairman 
made all kinds of excuses, ultimately declaring that as it was a Friday 
afternoon he was going: to spend the week-end with Lord Z and must 
start immediately or he would miss his train. He could not possibly 
go to the bank. 
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A Director of Discretion 

Looking at the chairman’s furtive eyes and noting his specious excuses, 
the suspicious director felt that his worst fears were confirmed. But he 
realised also that if he pushed the matter to extremities and found the 
box empty he would have to communicate at once with his co-directors 
and the fat would be in the fire. Once in, there would be no getting it 
out again without everybody’s fingers being badly burned.. On the 
other hand, he reasoned that the chairman’s desperation might force him 
to obtain the accommodation from some other source and so to replace 
the abstracted securities. In the result he agreed to postpone the 
inspection till the Monday afternoon. As he terminated the interview 
he felt pretty sure that Lord Z would not see his expected visitor that 
afternoon. 


A Lurid Sequel 

Lord Z was in fact disappointed. The defaulting chairman—for the 
director’s suspicions were thoroughly justified—spent Saturday and 
Monday morning in borrowing money from other sources. He paid off 
the loan he had obtained on the company’s securities and replaced them 
in the box by the time the inspection took place on the Monday afternoon. 
But the sequel must be told. Three months later another company 
(under the same chairmanship) collapsed like a house of cards. It 
turned out that in order to replace the securities belonging to company 
Number One the chairman had robbed company Number Two. In this 
case, however, the vigilant director had no official association with com- 
pany Number Two. He was only concerned to protect company Number 
One. As he used to put it, his client was Paul, and if Peter had been robbed 
to pay Paul, so much the worse for Peter, and so much the better for Paul. 
This story (true in every detail, though the facts are a little disguised) 
is a pretty startling recital. Still it may profitably go forth at the present 
moment in order to reinforce the very sensible suggestion, arising out of 
the City Equitable disaster, that only the most drastic enforcement of 
responsibility will satisfy the canons of absolute security which must be 
obeyed by the great financial institutions of these days. Over 99 per 
cent of them are in a position of adamantine solidity. The odd fraction 
must be kept in the same position. 


Our Sons Again! 


Perhaps it is no wonder that the great question, ‘‘ What shall we do with 
our sons ? ” is engaging wide attention and creating a good deal of paternal 
perplexity. The solution woutd be much easier to find if Paterfamilias 
would jettison his habit of pushing his son into the crowd instead of trying 
to keep him out of it. He should hate the queue instead of worshipping 
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it. It has, for instance, always been a source of amazement to me that 
so many business men are anxious to get their sons into banks. True, 
the occupation is genteel, involves the wearing of a black coat, and gives 
every promise of a settled career with a pension at the end of it. In 
the old days there were temptations, much attenuated nowadays by 
an omnipresent check system. 

“I heard,” said Jones, “that your son had gone into the bank. 
How did he acquit himself” ? . 

“He didn’t acquit himself,’ snarled Smith. “It took the best 
lawyer in the county to get him acquitted, and it was a narrow shave 
at that.” 

But my irrepressible habit of anecdotage has gripped me again. 
Let me come back to seriousness. In banking the odds are enormous 
against any given individual securing one of the prizes of the profession. 
The chances are that a position at the counter will have to represent the 
summit of his ambition unless he should manifest conspicuous capacity 
and “ push,” besides possessing some measure of “ influence.” 


The New Opportunities 

Contrast with banking the state of affairs in such professions as that 
of electrical engineering, oil engineering, or, in fact, the oil trade generally. 
Contrast it again with the opportunities which are constantly arising 
in connection with fresh departures in trade, industry, and finance 
along lines not hitherto explored or exploited. What is the difference ? 
Simply this—that while an advertisement for a competent bank man 
might bring a thousand replies, conditions would be exactly reversed 
where the search was being made among members of the newer pro- 
fessions. The result is the inexorable application of that ancient principle 
which means that where two men are running after one master wages 
will go down, whereas if two masters are pursuing one man wages will 
go'up. The game for our sons to play is not to fight among the crowd at 
the bottom of the ladder, but to struggle for a seat among the monopolists 
at the top. If you adopt this policy people will denounce it as sheer 
selfishness: but never mind. As Seton Merriman once said, “No dog 
may have his day but some cur must needs yelp at his heels. It is a 
sure sign that a man is climbing high if the little dogs bark below.” 
Sometimes the climbing does not come off. Early in his married life an 
ambitious young man was cowed by a pretty wife into wiping the dinner 
dishes. At last he tried to make a stand. The lady quoted Scripture to 
justify his servitude: “I will wipe Jerusalem as a man wipeth a dish, 
wiping it and turning it upside down ” (II Kings, xxi, 13). The 
too compliant husband is still in the,scullery every night, though 
the original dialogue, and the ominous citation, date back twenty 
years. i 
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An Addition Sum 


There is nothing injurious or selfish in the effort to make yourself an 
all-round monopolist. Here are two hundred men, all of whom can 
perform certain comparatively simple duties, and all eagerly struggling 
for the opportunity to do it. Add another qualification to your require- 
ments and half your candidates drop out. Add still another and the 
number is reduced to twenty. Demand yet additional equipment and 
only five possess it. One more requirement may leave a solitary applicant, 
and he will be able to make practically his own terms. The aim of the 
present Paterfamilias and of his ambitious son should be to aggregate 
these various qualifications so as to create an intellectual monopoly 
only capable of infringement by a mere handful of competitors. Even 
a rat will not rest content with one hole. “ Add to your faith virtue,” 
said the apostle, “ and to virtue knowledge, and to knowledge temperance, 
and to temperance patience, and to patience godliness,” and so on. 
Even so, in the world of modern thought, add to your French Latin, 
and to Latin shorthand, and to shorthand the principles of accountancy, 
and to the principles of accountancy a knowledge of business law, and to 
business law the outlines of banking practice. This, of course, is only a 
suggested line of study, but it illustrates what I mean. Make your brain 
a host of experts. Anybody who will put such principles into practice 
will find out that it is as true to-day as in the times of Daniel Webster, 
that there is always room at the top. Let him put the capstone on the 
structure by learning to kick out of his life everything that isn’t worth 
while. And then— 

All the train of bounteous hours 


May lead by paths of growing powers 
To reverence and the silver hair. 


New Principles of Promotion : 
The only weak point in the argument is that upon which Lord Ashfiel 
has put his finger. Lord-Ashfield doubts if big employers provide proper 
opportunities for exceptional men to advance to high positions. The 
ideal employer is, of course, the man who is open to intelligent suggestions 
from any one of his employees and who promptly recognises the insight 
and enterprise which prompt the new idea. But it is not always so. 
In some cases the aspiring author of the suggestion would be told to send 
it in through the head of his department, which only means that he 
might set afoot the angry jealousy of his superior and imperil his own 
position. Then again, Lord Ashfield’s suggestions are, of course, in 
direct conflict with the old system of promotion by seniority in contrast 
with promotion by capacity. One of the most successful business men 
of the day—a man who is served with the keenest enthusiasm by a little 
army of employees—welcomes suggestions from any and every source, 
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and bestows either monetary rewards or appropriate promotion as the 
guerdon of these additions to the driving force of his undertaking. In 
that line he works for the community as well as for himself, for (in spite 
of what the cynics say to the contrary) all men are improved by prosperity. 


Fortunes from Advertising 

I see that Sir Alfred Bird, of custard powder fame, left net personalty 
£571,371. So that the custard powder was the “’oof Bird” in more 
senses than one. From the resultant fortune, so it is naively said, 
“the State will benefit to the extent of over £180,000.” I doubt if the 
State will benefit to the extent of a pennypiece, seeing that the expenses 
of our inflated bureaucracy will absorb the whole amount. That, how- 
ever, by the way. The ordinary intelligent observer would have esti- 
mated Sir Alfred Bird’s fortune at a figure a good deal larger. Quite 
possibly he may have made ante-mortem dispositions which reduced 
its apparent magnitude. Most people do, nowadays. I know men 
reputed among the wealthiest of the day who will not leave £1,000 
behind them. It is all safely bestowed so as to be out of the reach 
of the Death Duties. Certainly Sir Alfred Bird’s fortune falls a long 
way behind the £4,294,000 left by Mr. C. W. Post, of “ Grape Nuts ” 
and “Post Toasties” fame. Moreover, it is only about one-third of 
the £1,611,000 amassed by Mr. Eno, the proprietor of the famous Fruit 
Salt. Even Dr. Williams’s Pink Pills enabled their proprietor to have 
£1,311,000 at his disposal when pills, whether pink or of any other tint, 
ceased to be of any use to him. 


The Vitals of Advertising 

No doubt it will be said by jaundiced critics that figures like these 
show how the public can be forced to buy any commodity whatsoever 
if the name thereof is everlastingly pushed under its eyes. And to a 
certain extent the jibe is true. But all the same, practically the whole 
of the great fortunes amassed in recent years from persistently adver- 
tised commodities have had their real genesis in the fact that the goods 
supplied an acknowledged want. Moreover, advertised goods can 
stand up against a period of bad trade which spells disaster to the 
unadvertised. The real clue to success, however, is undoubtedly in 
the fact that the advertiser has something to sell which the public 
wants and will buy when once told where to get it. In the technical 
language of political economy, the advertiser creates and maintains the 
effective demand, and makes his fortune by supplying it. 
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Correspondence 


To THE EDITOR oF ‘‘ BUSINESS ORGANISATION AND MANAGEMENT.” 


“PAYMENTS FREE OF INCOME TAX.” 


S1r,—The reduction of the standard rate of Income Tax to 5s. in the Finance 
Bill, 1922, necessitates an alteration in the formulae (given in the article under the 
above title in your May issue) for the calculation of Gross income from tax-free 
payments of Salaries, Directors’ Fees, and Dividends. 

I append the revised formulae on the basis of 5s. as standard rate and 2s. 6d. 
as earned income rate. 

No. 1. Gross salaries from the exemption limit to the amount at which taxation 
at half the standard rate ends. 


9 
79 (CS - EL). 


No. 2. Gross salaries from the amount at which taxation at balf the standard 
tate ends up to £2,000. 


5 5 9 
G.S. = N.S. + 7 of £225 + 55 X Gg GS-[EL. + £250]. 


G.S. = N.S. + 5 x 


No. 3. Gross salaries over £2,000. 
5 5 9 5 
G.S. = N.S. + 40 of £225 + 20 x To (£1,750 - E.L.) + 50 (G.S. — £2,000). 


No. 4. Salaries (or fees) under £2,000 limit, but wholly taxable at 5s. (the new 
full standard rate) i.e. where the taxpayer has other income which has exhausted 
all allowances other than the statutory 10 per cent deduction. 


G.S. = N.S. + a x > of G.S. 


This formulae may be simplified thus— 
9 


5 Oooo 
Tax = 20 x ET of G.S. = 10 of G.S. 
40 40 
Hence G.S. = 1-95 = 31 of G.S. 


9 
and Tax on Net Salary = 31 of N.S. 


No. 5. Salaries or fees taxable wholly at 5s.— 


20 j 4 
I5 of N.S. = ; of N.S. 


G.S. = 3 


5 1 
Tax on Net. Salary = I5 of N.S. = 3 of N.S. 
G.S. = Gross Salary. N.S. = Net Salary. E.L. Exemption Limit 
Yours faithfully, 


10 Chertsey Road, E. J. Hammonp, 
Leytonstone, E.11. è Chartered Secretary. 
3rd May, 1922. ; 
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NOTES OF THE MONTH 


The Sale of Addresses 
AA has been drawn in the daily Press to an objectionable 
practice associated with the various lotteries and other competitions 
which have been popular of late. It seems that the sale of addresses 
is fairly general among certain firms who receive large numbers of applica- 
tions in answer to advertisements or in respect of competitions. In 
this way people are often bombarded, much to their annoyance, with 
circulars from undesirable characters. Mrs. C. F. Leyel, organiser of 
the “ Golden Ballot,” has admitted, in reply to the complaint of a 
subscriber who had received circulars from the notorious Thrift Bond 
Club, that the card index of the first Golden Ballot had been sold, but 
in view of what has occurred, she has undertaken that the addresses 
received in the present ballot would not be disposed of. 


* * * 


Rapid Growth of the Secretaries’ Association 
The recent progress of The Secretaries’ Association has been remark- 

able. As was pointed out by Sir Thomas Brooke-Hitching in his. 
presidential address at the fifteenth annual meeting, held recently at 
Winchester House, exceptional strides had been made during the past 
two years. In the twelve years from 1907 to 1919 the accumulated 
fund had only reached £441 13s. 1d. In 1920 the balance was 
£941 6s. 1d., while for the year 1921 the balance of income over expendi- 
ture was £1,761 18s. 7d., more than three times that of the previous year. 
Subscriptions increased by £337, while examination fees increased from 
{221 lls. 6d. to £480 7s. 6d. Unfortunately, the Secretary of the 
Association, to whose energy and organising ability much of its success 
is undoubtedly due, has decided to retirè for reasons of health, and in 
announcing amid cheers, that the Council proposed to grant him an 
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honorarium of £250, Sir Thomas Brooke-Hitching said that Mr. Spain 
gained the respect of all who knew him. He had worked splendidly for 
the Association, and they would miss him-very much. Sir Thomas 
added that when he became president in 1910 the number of members 
was about 320; it was now 1,230, and he saw no reason why this most 
useful educational secretaries’ guild should not reach 3,000 in the near 
future. As an Association they aimed at proficiency and efficiency in 
every member, so that when a candidate sought a post. as secretary of 
a limited company, or in any similar capacity, the fact that he or she 
was a member of their society would weigh heavily in his or her favour. 
Eulogistic reference was made in the report to the excellent work during 
the past three years of the Assistant Secretary, Mr. Findlay. 
* * * 


A Traders’ Charter? 

Sir Eric Geddes, who gave the fourth quadrennial Gustave Canet 
lecture before the Junior Institute of Electrical Engineers, chose ‘ The 
Railway Act, 1921,” as his subject. In a very impressive and eulogistic 
account of the provisions of this important measure, the new Director 
of Dunlops said the Act was really a traders’ charter, and they could 
afford, and would afford, the best brains and the greatest skill to enable 
them to take advantage of it. 

Most traders have already discovered that it requires very fine brains 
and very great skill indeed to take advantage of it. The Act has un- 
deniably very greatly strengthened the position of the railways, who 
are certainly our most favoured industry. An Act which renders it 
impossible for the railways to work at a loss has many advantages— 
for the companies. Whether the description, “A Traders’ Charter,” 
is also entirely justified is less certain, but the traders themselves will 
be in a better position to judge when the result of their application to 
the Railway Rates Tribunal for an all-round reduction of rates and 
charges is made known. Until then, traders are open to conviction 
on the advantages of the Act, but they are very far from being convinced. 

* * * 


Prosperity’s Burden 

Sir John Latta usually enlivens the otherwise humdrum proceedings 
of the Nitrate Producers Steamship Co.’s annual meetings with a refreshing 
and pungent speech, and the last proved no exception to the rule. He 
painted a rather depressing picture of the Company’s trade prospects, 
relieved only by the announcement of a dividend amounting to 15 per 
cent free of tax for the year, but there was apparently no other miti- 
gating circumstances. The Company’s West Coast business since the 
war had been non-existent ; labour appeared to think that competitive 
efficiency could be ignored to-day ; while taxation had reached such a 
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pitch that during the last six years they had had to pay 100 per cent 
per annum on their capital, or.a total of £935,000. There are not a few 
City companies who would have been glad to share the burden of such 
prosperity, as is disclosed by this record, particularly during the last 
two years of unprecedented trade depression. 





* * * 


The Responsibility for Trade Depression 

Sir John was unusually severe in his castigation of Labour and the 
policy of its leaders, and though we hold no brief either for the one or 
the other, his indictment gained nothing from over-emphasis. He 
rightly criticised the Unions’ one-sided 
restrictive policy, which, he said, occasioned 
much needless unemployment. It is, how- 
ever, undeniable that the great mass of 
existing unemployment is due primarily, 
not to extortionate demands on the part 
of Labour, but to the shattering crisis in 
the world’s trade which has followed the 
war. Unemployment has been even more 
rife in America than in this country, but 
no one familiar with American conditions 
would pretend for a moment that Trade 
Unionism had anything to do with it over 
there. Owing to the extraordinary dis- Sil = Elion & Fry 
location of the exchanges, British manu- SIR JOHN LATTA, BART, 
facturers for a considerable time found it 
impossible to compete with their European rivals. Happily, the position 
is changing to our advantage, but in order to bring this about British 
workmen have had to submit to very great sacrifices, and large employers 
have paid tribute to the magnificent spirit in which these sacrifices have 
been made. Disputes have occurred, it is true, which have been as 
disastrous as they are regrettable, but few business men would be inclined 
to pretend that the blame can be placed entirely on either one side or 
the other. Sir John rather unnecessarily points out that “ merchants can 
use these islands as a trading mart, and can conduct a substantial business 
altogether independently of the whims of British workmen,” and that 
“ continental workshops are almost as convenient as those at home.” 
These are obvious facts, but they have an unpleasant ring. It is worth 
remembering that while the Capital Levy remains merely an economic 
theory in this country, in certain countries overseas it has passed beyond 
the theory stage, and that in some cases, where British companies have 
been registered abroad to escape heavy t&xation, the results have been 
quite other than were anticipated. 
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For Sir John Latta’s suggestion that the time has arrived when a 
permanent business man’s watch-dog committee should be created at 
the House of Commons we have whole-hearted approval. Such a 
committee would be of the greatest service to business men outside the 
House, and could do much to prevent the mischief, both departmental 
and political, which is done to British business interests by ill-considered 
legislation. 

* * * 


A Step Backwards in National Education 

' The history of the day continuation schools is the latest, and not 
the least humiliating, example of our national educational myopia. 
There is something almost staggering in the spirit of plaintive resigna- 
tion with which Mr. Fisher accepted, before the L.C.C. deputation 
recently, the reversal of the most vital feature of his 1918 policy. 
“ Although,” he is reported, “ the schools were of greatest moral and 
social value, the return, so far as intellectual advantages were concerned, 
was not commensurate with the expenditure ” ; and “ though he greatly 
regretted the educational sacrifice which might be involved, he was 
disposed to think that he had no alternative but to fall in with the sug- 
gestion of the deputation—namely, to seek Parliamentary sanction 
to release London from its statutory obligation in respect of Day Con- 
tinuation Schools.” Thus, at the call of a sot-disant economy, the 
curtain falls upon an experiment which was announced with a flourish. 
of trumpets, and was begun with the whole-hearted support of many 
of the most progressive business firms in the country. Sooner or later, 
international competition will compel us to retrace this educational 
step backwards. And as in urging the claims of real economy, so in 
insisting upon the paramount importance of continued education for 
the young, and if necessary, providing it themselves, business men will 
. have to show the way. They, better than the politicians, or the doctrin- 
aire, know the intense value of this “long range investment” to an 
industrial community such as our own. 

* * ka 


A Lead from Business Men 
The powerful plea published in The Times on behalf of the Day 
Continuation Schools, and signed by the managing directors of seven 
business enterprises of national repute, indicates with sufficient clearness 
tbat leading business men are happily alive to their responsibilities in 
this direction. The firms comprise Messrs. Boots, Messrs. Cammell 
Laird & Co., Ltd., Messrs. Tootal, Broadhurst, Lee Co., Ltd., Messrs. 
James Pascall, Ltd., Messrs. Rowntree & Co., Ltd., Messrs. Hans Renold 
& Co., Messrs. Selfridge & Co.’ Ltd. The signatories say, truly enough, 
that the nations who are our most formidable trade competitors are at 
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the present time making a large investment in education with a view 
to insuring their industrial future, and that this country cannot restore 
and maintain its position without fostering all it has of intelligence and 
initiative. Many firms have maintained continuation schools on their 
own premises and at their own expense, but the conception of educa- 
tion as a matter of national concern is so firmly established that it would 
be anomalous to regard provision of this vitally necessary part of education 
as something properly to be left to piecemeal and individual effort. 
* * * 


Death of Dr. Ellis Powell 

We record with the deepest regret the death of our oldest contributor, 
Dr. Ellis T. Powell, whose monthly article, “ Table Talk on Business 
Topics,” has appeared in this magazine without a break since its first 
issue. He was taken ill while addressing a 
meeting of the National Citizens’ Union at 
Cirencester, and died on the 2nd June at 
Siddington Manor, the residence of Mr. 
Seymour Paskin. Born at Ludlow in 1869, 
Dr. Ellis Powell was one of the remarkable 
men of his day. He was for eleven years 
Editor-in-Chief of the Financtal News, a 
position he relinquished only two years 
ago, and he was a writer and speaker of 
great distinction on financial, economic, 
and other public questions. After leaving 
Ludlow Grammar School he was appren- 
ticed to the principal draper of the town, 
but his ambitions took him to London where 
he learned Pitman’s Shorthand and ob- DE. ELLIS T. POWELL 
tained the position of shorthand writer on 
the staff of the paper which he afterwards edited with such conspicuous 
ability. He was always an unwearied student, and mastered six or seven 
different languages. In his spare time he qualified as a barrister of the 
Middle Temple, and he was an authority on the law of Parliamentary 
elections. Some idea of the variety of his intellectual interests may be 
gathered from the fact that he was a fellow of the Royal Colonial Institute, 
of the Royal Historical and Royal Economical Societies, and of the 
Institute of Journalists, while he was also a leading figure in the physical 
research movement. Dr. Powell never forgot his early indebtedness to 
Pitman’s Shorthand. He used the system continuously, and ardently 
advocated its advantages at every opportunity. The usual instalment of 
his popular “ Table Talk,” written shortly before his death, appears on 
another page, and we feel sure our readers will share our own profound 
regret- that it is for the last time. 
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Chartered Secretaries in Conference: Defects of the 

Companies Acts 

The first country conference of the Chartered Institute of Secretaries 
was held with much success at Birmingham on the 6th and 7th of last 
month, the members of the local branches being supported by the Presi- 
dent of the Institute, Mr. C. E. Musgrave, and a goodly contingent of 
London members. 

At the opening session Mr. W. H. Stentiford (Past President) read 
a valuable paper on “Some Suggested Amendments to the Companies 
Acts,” which evoked a vigorous discussion. Mr. Stentiford urged that 
the distinctive numbering of shares should be abolished. It was 
unnecessary, cumbersome and wasteful, and the argument that dis- 
tinctive numbering prevented fraud or made fraud easier of detection 
would not stand the test of examination. Section 28, which made 
obligatory the filing of the annual list of shareholders and the annual 
summary, should also be abolished, and he suggested that in its place 
power might be given to the Registrar of Joint Stock Companies, or to 
the Controller of the Companies Department of the Board of Trade, 
to demand a list of shareholders from any company on, say, thirty days 
notice. Mr. Stentiford further contended that the whole object of 
Section 81, which dealt with the particulars required to be stated in a 
prospectus, was defeated by a company selling its shares to a financial 
house, and that financial house immediately offering them for public 
sale. The section should be extended to apply to any offer for the 
purchase and sale of all shares or debentures unless such shares or deben- 
tures had been acquired by the party offering them within a considerable 
period—say, two or three years before the offer. Another striking 
point was his declaration that the present practice under which limited 
companies acted as secretaries of other companies was open to abuse, 
and the Legislature should take steps to secure that the intention of 
the framers of the Act was carried out in practice, namely, that indi- 
viduals—not firms or companies, should act as secretary and as directors 
of companies registered under the Act. 


* * * 


Trade, Boards and the Company Secretary 

Mr. J. J. Bisgood, J.P., another Past President, and a frequent 
contributor to this Magazine, was the principal speaker at the second 
day’s conference, when he submitted an outspoken paper on “Trade 
Boards and Wage Rates.” Mr. Bisgood surveyed in interesting detail 
the economic position leading to the Trade’ Boards Act of 1909, together 
with the amending Act of 1918, and then dealt with the Cave Committee’s 
recommendations. Every one of these recommendations is debatable, 
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he said, and should attract the attention of all secretaries, because it 
will be found as time goes on that the tendency of State interference 
will grow more acute, and will interfere with all sorts of trades and 
conditions of labour which at present are allowed to govern themselves 
by the ordinary law of supply and demand. The present position of 
the trades boards was admirably summarised by Mr. Bisgood as under— 

Since the Act was passed sixty-three trades boards have been established. 
In no case was there a publicinquiry. In effect some 3,000,000 workers are covered 
to-day by trades boards, of whom 70 per cent are women. The boards are no 
longer used to prevent “ sweating,” but the general regulation of wages in the 
trades concerned. Out of thirty-seven British boards on 31st December, 1921, 
twenty-three had fixed different time rates for different classes of male workers, 
-and nineteen had fixed the same for female workers. Ten boards had fixed general 
minimum piece rates, and twenty-nine had fixed piecework basis time rates. Such 
minimum rates for unskilled male workers reached 44s. to 66s. a week, and for 
women from 28s. to 38s. 6d. a week, while wages for skilled workmen had been 
fixed up to 93s., and in one case 96s. per week. 


The very important issue now before Lord Cave’s Committee was, 
shortly, that twenty-five Whitley Councils formed to fix wage rates 
and labour conditions on a voluntary basis, have applied for compulsory 
powers, although there is no suggestion that they represent the sweated 
trades dealt with by the Act of 1909, and others are preparing to follow. 
As the Committee puts it: ‘‘ We are faced with the prospect of the 
detailed recognition and enforcement by the State of the many and 
varied assessments of the value of labour in all its grades which have 
hitherto been subject to the interplay of economic and social forces.” 
Mr. Bisgood’s able paper made a great impression, and was keenly 
discussed. 

* * * 


In the Vein of Omar 


The youth of this country must keep 
their heads. They might well be pardoned 
for thinking that this is the age of the 
young man, did they not reflect that it is the 
incurable and universal habit of Middle 
Age to pay lip-service to the younger 
generation. But, as Sir James Barrie re- 
minded them in his wonderful eulogium of 
youth at St. Andrews University the other 
day, the older men are extremely reluctant 
to loose the reins. Now, a distinguished 
business man, Lord Riddell, champions the 
cause of the young men, and tells his 
compeers that ‘‘ more businesses are ruined by old men keeping in their 
hands power which they do not exercise than from any other cause.” 
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In business, he added, when presiding at the Association of Display Men’s 
annual dinner at the Frascati, there is a great danger that tradition will 
be allowed to obtain the upper hand. Nothing is worse in a business 
than for the men who have the responsibility not to exercise it and for 
the men who are supposed to see to things not to see to them. 

Although it is doubtful whether any of the sturdy veterans who are 
tenaciously resolved to “ die in harness” will ever apply Lord Riddell’s 
remarks to anyone nearer than their competitors, let the young men 
take heart. “ Youth will be served.” Every day reduces their handicap 
and brings nearer the end of their novitiate. Soon, too soon, they too 
will be patronising the Young Man adventurous, sternly resolved to 
keep him in his place. 


What American Firms are Doing 

Reverting to the subject of continued education, we see that 
Mr. H. B. Gray, of Bury St. Edmunds, a much-travelled Englishman, 
points out in The Times that in the United States the continuation 
school is widely recognised as an integral part of the organisation of large 
industrial firms. About two hundred firms have set themselves to carry 
on education courses for their employees, under the name of “ corpora- 
tion schools.” Railways, shoe manufacturers, electrical engineers, 
shipbuilders, motor-car manufacturers, insurance offices, bankers, are 
among the number. These firms have no philanthropic object to serve ; 
confessedly, they take up the work as a matter of economics, for self- 
preservation and efficiency. By the Federal Smith-Hughes Bill, which 
passed into law a few years ago, over a million pounds was voted by 
the Federal Government for allocation to such schools under State or 
municipal control, which should provide continuous education for boys 
between 14 and 18. Itis noticeable that the education should be agri- 
cultural, industrial, or concerned with home economics. By this action 
- the United States Government has recognised that the farm, the factory, 
and the industrial firm are the main resources of natural wealth, since 
all arts, sciences and professions depend ultimately on manufacturing 
produce. Few will dispute Mr. Gray’s assertion that the maintenance 
of our industrial existence depends on the measure of instruction which 
we provide during the next twenty years for our adolescents beyond 
the limit of the elementary school age, and he adds that to an English- 
man who has travelled through America and studied its educational 
and industrial activities, it is painful to contrast them with the national 
apathy on the problems which confront our industrial future prevailing 
in England. 

It is notorious that in Germany, too, the greatest importance is 
attached to advanced technical and commercial education. The system 

272 





Notes of the Month 


of continuation schools adopted by our astute. Teuton competitors has 
reached a very high degree of efficiency. One has only to place these 
facts in contrast with the attitude of half-contemptuous toleration with 
which continued education is regarded in this country to realise that 
unless there is a fundamental change in the British attitude, our business 
men of the next generation will be very heavily handicapped in the 
struggle for international trade. 
* * * 


British Shipping and Foreign Competition 

Sir Owen Philipps drew attention at the annual meeting of the Royal 
Mail Steam Packet Company to the uphill nature of the fight which 
British shipping is now waging in many parts of the world against State- 
aided competition. He suggested that it may 
be necessary in the interests of our mercantile 
marine, which are vital to the welfare of this 
country, for British shipowners to seek a 
greater measure of assistance from the 
Government than they have hitherto re- 
ceived. He pointed out that whereas British 
shipping has to fight unaided for its existence, 
foreign ships are in many cases supported and 
assisted in various ways by their respective 
Governments. This is a factor of which our 
shipowners must take notice, but of which 
they cannot legitimately complain. More |i ene Sog 
serious, however, was Sir Owen Philipps’ Photo Eliot & Fry 
allusion to the growing tendency among cer- BES, OEE ERTEDAS 
tain nations to discriminate against the ships of other nationalities by 
debarring them from participation in coastwise trade, imposing much 
heavier dues and Custom charges upon them than upon their own vessels, 
and in other ways. While he hoped that all discriminatory measures 
might be dropped, Sir Owen uttered the salutary warning that if restric- 
tions and penalties were imposed against British ships, Great. Britain 
might find it necessary, in self-protection, to reconsider her position. 
There was an Act of Parliament of 1853 which gave the Government 
at any moment power to take immediate measures to protect her mercan- 
tile marine against unfair discrimination. Those who are familiar with 
the recent developments in American shipping policy will consider this 
weighty warning not uncalled for in the circumstances. 

* * * 





Fire Insurance—Payment of Premium 
Renewal notices for insurance’ premiums are almost invatiably 
considered in the same light as income tax demand notes and accorded 
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similar treatment. Whilst payment of premium after the expiry of the 
days of grace is accepted by some companies without demur, it is very 
important to remember that the assured endangers his prospect of 
recovery should a loss occur after the expiration of the days of grace 
and before the payment of the premium. It is immaterial that the 
company may have accepted such out-of-date payments previously, 
which was the position in a recent case (Laing v. Commercial Union 
Assurance Co., Ltd,). The policy had been in force since Ist November, 
1909, and only twice since that date had the premium been paid when 
due, the policy providing that the premium should be paid on the 29th 
September annually or within fifteen days. Actually, the practice of 
the assured, who was also an agent, had been to pay the premium in 
the following November or December, which the defendants had 
accepted without question. On the 18th November, 1920, a fire occurred 
and the assured’s premises, insured for £8,100, were destroyed. The 
plaintiff thereupon gave notice of the loss and also remitted the premium. 
Liability was repudiated by the company on the grounds that the policy 
had lapsed, the premium not having been paid in the specified period. 
The assured pleaded that the company had established a precedent by 
accepting similar out-of-date premiums in preceding years, but this was 
dismissed, judgment being given for the defendants. 


* * * 


Railways’ Withdrawal from Road Triniperd 


The unexpected withdrawal of the Railway Companies’ Road Trans- 
port Bill, though directly due to the action of the Ministry of Transport, 
is undoubtedly a triumph for Mr. E. S. Shrapnell-Smith (of whom a 
character sketch appears on p. 306), who has taken a leading part in the 
agitation against the Bill on behalf of the road transport agencies. At 
the same time, it is not clear at the moment whether traders as a whole 
have much cause for congratulation at this temporary abandonment, 
or whether they may not eventually have reason to regret it. The 
Ministry’s extraordinary stipulation to the effect that railway rates 
should be charged for road transport in railway-owned vehicles com- 
pletely nullified effective competition by the railways, and left the 
companies no option but to withdraw their Bill. But what the commer- 
cial community is chiefly interested in is the prospect of lower transport 
rates all round, both for road and rail. Any attempt, therefore, by the 
powerful road transport interests, among whom, it is alleged, an under- 
standing as to rates already exists, to take advantage of the present 
position to impose or to maintain inequitable charges would be speedily 
followed by a revulsion of public feeling which might, in the event of the 
railway companies renewing their application for road powers, ensure for 
it a very different reception. 
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Industrial Structure 
VII. The Value of Comparisons 


By Jonn LEF, M.A., M.Com.Sc. 


W° have set out on a quest not so much for the ideal industrial 
structure as for the principles which must underlie an ideal 
industrial structure. The only way in which we can discover those 
principles is by means of wide comparison of method. In itself this is 
not an easy task. To begin with it is practically impossible to get a 
complete statement of all industrial structures. Not only that such a 
statement would be unwieldy but that a list, however complete it might 
be in itself, might omit one type which was illustrative of an important 
aspect of principle. Still there is no means available other than compari- 
son, casting our net as widely as we can. It will be necessary, as we 
proceed, to gather more and more data from English sources, but in 
America and in France and in Germany a number of students have 
already been at work and they have summed up an immense amount of 
data. We shall see reasons, later on, for a little suspicion of some of the 
results, but at the moment it will be convenient to gather them together 
in summary form. 


Importance of the Central Control Principle 


The one clear fact which emerges is that the industrial structure 
which is least defensible is that which has grown haphazard. There are 
vast organisations in every civilized country which are not organisations 
at all in any true sense of the word. Small industries have been added 
to small industries ; there have been developments of trustification both 
horizontally and vertically, but no attempt has been made to provide a 
new organisation. Places have been found for high officials who were 
in the original company, and there is one ludicrous case—not in England— 
where a vast trust was formed out of six companies, each of which was 
organised differently, and the separate organisations were allowed to 
remain. The consequence was that one company would have a costing 
manager, with his department, and another company would have a 
planning manager, with his department, but the trustified industry as a 
whole had no correlation with these features. The question of trusts and 
combines is apart from our subject, but it may be pointed out that if 
there is to be any science of industrial structure it must necessarily be 
the case that on the grand scale of a trust it will be a definite organisation 
for the vast industry as a whole. - This is not the same thing as to say 
that a small industry, because it is small, calls for a principle of industrial 
structure altogether different from a large industry, but it is to say that 
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the structure for a large industry cannot be compounded of the structures, 
differing among themselves, of a number of small industries. Thus we 
learn one lesson which is indisputably valid and that is that in all com- 
binations of smaller industries it is essential that whatever organisation is 
arranged it shall be constructed from the point of view of central control, 
and that devolution to the smaller industries must, broadly, be on the 
lines of the major organisation. 


German Management Principles - 

The American organisations, as a rule, are clear-cut. They divide 
functionally. In France the authority of persons is more definitely 
in the foreground and there is less inclination to divide functionally. 
In Germany the basis is laid in the act of production, and when the 
methods of organisation in Germany are examined they will be seen to 
have a close kinship with costing at the various stages. Thus a great 
German trust balances up all the costs in the most minute way. Each 
act of production is watched at each stage. The material is valued ; 
the pay-roll is divided up; the material in store and the changes in cost 
since it was brought into store are all taken into account. The chart 
for the costing forms a figure not unlike a geometrical diagram and there 
are two centres for a number of diverging radii. One of them is the 
“ assembly of costs ” and the other is “ the balance after closing pay- 
roll.” It is a thorough method and it covers an immense industry with 
twenty subsidiary trusts. It regulates production, sales, research, and 
it has even touched the fringe of the standardisation of product which 
is now attracting attention in the United States. 


Administration and Executive 
The central crux is the difference between administrative and execu- 
tive. What the Americans call the “ President ” is a purely administra- 
tive officer. It is his prime function to deal with policy and a “ general 
manager ” carries that policy into effect, being the chief “ line” officer, 
as the word is. Sometimes the same person holds both offices, but it 
is significant that this is rarely the case in the newer organisations. It 
is very rarely the case in Germany. It is more frequently the case in 
France, largely due to the fact that a number of industries continue the 
family name and, indeed, some tradition of the family control. In 
England, where there is a differentiation between administrative and 
executive, the line is often drawn rather lower down than in America: 
that is to say, the manager becomes an immediate works manager 
rather than a principal executive officer, so that the managing director 
(or “ President,” as the Americans would call him) undertakes more 
‘executive functions than his American prototype. In some cases this 
is certainly overdone: that is tosay, the chief direction does not content 
itself with judging by managerial statistics or by summed results and 
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afterwards with allowing the chief executive a considerable range of 
liberty of action, but he discusses questions of individual remuneration 
and of methods of work in detail in a way which must rob the executive 
of some authority and, indeed, of some dignity, and what is more to be 
regretted, of some responsibility. Thus we find that a recent American 
student gives this as the organisation chart of a company in England which 
he regards with special favour— 


Board of Directors 
| 
Managing Director 
| 





| | 
Works Director Sales Director Finance Director 


But directly under the managing director and separate from his 
three direct subordinates are two other departments, one dealing with 
plant and one with employment. All the rest of the operatives come 
under the. three executive directors, but it is clear that in respect of 
plant and of employment the managing director retains a considerable 
amount of executive control. As regards the plant this departure from 
principle is not easily explained, though probably the explanation is to 
be found in the disinclination to scrap machinery which is rather 
more evident of late years. As regards employment no doubt there is 
good reason for attaching it to the administrative. Labour questions in 
our day are so serious that it is rather too muċh to be asked that they 
should be devolved. Yet it is significant that when we come to the 
works director’s chart we find there that he is in close touch with labour. 
But clearly there is a distinction. The works director comes into touch 
with labour for operating purposes, that is, to make things work smoothly 
and to avail himself of the representative opinion of his staff in all matters 
affecting the actual work. The managing director holds in his hands the 
major questions such as might lead at any time to industrial trouble. 
The works director’s chart is as follows (main headings only)— 

Works poe Council 





[ E bee Saal 
Material Inspection Output Design and Tools 
Manager Manager - Manager Manager 


| 
Directive Superintendents 


We can see now the difficulty in making a clear-cut division between 
administrative and executive. It is attractive, but it is dangerous. 
The questions of supreme importance do not always arise in the field 
which we mark off as administrative. ` Labour questions have come to be 
of such moment and of such complexity that no wise managing director 
cares to content himself with a mastery of the facts when the occasion 
arises. Thorough knowledge of any labour issue is only to be obtained 
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by day-by-day acquaintance ; it is much more likely that a solution will 
be found if the diffculty has been seen from its very beginning; indeed, 
the chances are that the problem will be solved before it comes to a head. 
In fact the tendency even in clear-cut industrial organisations in the 
United States has been for the President to be much more closely in touch 
with these questions than was formerly the case. In France it has always 
been the tradition. In Germany the two great acts of legislation which 
have been passed in recent years have given a new direction to manage- 
ment, and it is probably the case that supreme management will interest 
itself far more in labour problems than in the past, and be somewhat 
less inclined to govern the whole of the processes merely on the basis 
of costings and of statistical records, and less inclined to leave all labour 
questions to detailed executive management. 


Dangers of Sharp Distinctions: The Human Side 


The warning which thus comes to us as to the danger of making the 
distinction at the top between administrative and executive rather 
too clear-cut applies also to distinctions in the organisation lower down. 
There are various dangers which follow from over-definition, among them 
the danger that certain responsibilities may escape the focus of attention. 
But we may go farther. It is probably true that a really sound organisa- 
tion will need some overlapping. The human machine is altogether 
different in its actions from cog-wheels. Human units do not fit perfectly, 
their very adaptability to environment makes it necessary that there 
should be some room for personal contact on the one hand and some place 
for expansion on the other. What we are seeking is not so much the 
perfectibility of an industrial organisation as revealed by the perfectibility 
of each line of responsibility, but a thoroughly sound corporateness which 
will fuse together the interests and the enthusiasms as well as the re- 
sponsibilities in their aims and results. It is at this point that one sees 
more reason for anxiety than appears at first blush. The science of 
organisation is being rapidly developed and in all countries. New sug- 
gestions are being made on every hand. But mere scientific organisation 
will not achieve its end unless there is something of the art of organisation, 
and that art will always allow for the fact that human beings will never 
fit into any scheme which attempts rigidly to control and direct every 
responsibility and every operation by charted lines. If this formidable 
difficulty be recognised at the outset we are more likely to make sound 
progress. Those who have regarded English industries as rather behind- 
hand in this matter of organisation may find that the slower and more 
human processes in England may ultimately carry us farther, when we 
adopt methods of organisation in their fullness, than if we had begun, as 
others have begun, without takiag full account of human varieties and 
human idiosyncrasies. 
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Genoa—and After 


The Prospects of Our International Trade 
By Watrun O. STEN, B.A. (Lond.), F.R.Econ.S. 

















This lucid article on the international trade situation after Genoa is of great, 
topical interest to the Business Man. Despite the clash of conflicting national interests, 
a definite advance was made at Genoa, and our contributor is optimistic on the 
prospect of further progress being made at The Hague on the twin problems of German 
Reparations and the recognition of Soviet Russia. 





ENOA has come and gone! The great conference, which was to 
put Europe on its feet again, and undo all the things which during 
the past eight years ought not to have been done, has for the time being 
come to an end, and the world is waiting, nervous and anxious, for the 
curtain to rise on the next act at The Hague. If it has not so far brought 
peace to war-worn Europe, it has at any rate brought honour to Great 
_ Britain and her Prime Minister, and has vastly enhanced our reputation. 
The reception of Mr. Lloyd George on his arrival in London, and the 
King’s personal message to him, show that this fact has been appreciated 
by the nation at large. 

It is a curious coincidence that both the Genoa Conference of 1922 
and its first great prototype, the Berlin Congress of 1878, were concerned 
with the publication of the secret treaties which Russia had, in each 
case, concluded with her former enemies. At the Berlin Congress it was 
Lord Beaconsfield, the British Premier, who insisted that the secret 
treaty with Turkey should be published. Probably Mr. Lloyd George 
had this in mind when he cavilled against the conclusion of the Russo- 
German Treaty behind the backs of the other members of the Conference. 
At any rate the importance of the incident lies in this fact, that both 
Germany and Russia are the keys to the whole European situation, 
not only politically but also commercially. 

One great result of the Conference has been the emergence of Russia 
from her isolation. Whatever may be the trend of events in the future, 
one thing is absolutely certain, Russia will never again be hidden in the 
dark shadows in which she has remained up to three months ago. 
Genoa has had tangible results, but as yet they are not visible to the 
naked eye. They will become so at The Hague. No reconstruction on 
a large scale can take place without certain preliminary functions, such 
as the creation of an atmosphere of goodwill, and those critics who 
expected a gigantic metamorphosis to take place overnight had better 
bide their time and call again after the discussions have taken place at 
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The Hague. The ground has first to be tilled and made fertile before 
the seed can be sown. The psychological factor, which is such an 
important one in all business transactions, played a great part at Genoa 
as it does in all such conferences. 


Russia Learning her Lesson 

The Russian delegates came from a country which was starved both 
physically and intellectually, and had first to be re-introduced to Western 
civilisation and its ways. While the Western Powers learnt some of the 
idiosyncrasies of Russian Soviet economics, the .Russians were dis- 
illusioned of some of their Communistic ideas. They were told in very 
plain language that issuing credits was not simply a matter of setting 
the printing press to work, as was the case in Russia when money was 
needed. They learnt the essentials of international finance, that the ` 
money comes not from the Government but from the private investor 
in foreign lands, and that therefore the sine gud non for a foreign loan 
was the security offered by the borrower and the confidence to be gained 
from the lender. Mere academic discussions on principles are useless 
in the negotiation of foreign loans. It is Business pure and simple that 
counts. 

Frankness and the need for openness was another thing the Germans 
and Russians learnt at Genoa. The incident of the secret Russo-German 
Treaty rightly deserved all the prominence it got. If carried out in its 
entirety it will form one of the landmarks of the Eastern European 
commercial and political situation. It makes trade allies of the two 
numerically largest and most powerful nations of Europe. Germany’s 
skilled workers can pour over into Russia and fill her factories and 
workshops. They can use the Russians as tools, make slaves of her 
huge raw and uneducated working population, and by paying them a 
mere pittance as a wage still further underbid the market prices of the 
rest of the world. She will be enabled to continue her policy of peaceful 
penetration and adapt it for purposes of war, if necessary. One clause 
in this treaty is especially worthy of notice—that relating to the mutual 
cancellation of all debts. The slate is wiped clean. They have seen the 
practical evils of the inter-allied indebtedness, and the small chance of 
its repayment. Therefore they have done well in taking the bull by 
the horns, and dispensing with reparations and indemnities which have 
little chance of ever being paid.. The anxiety of France over the Treaty 
can thus be imagined, owing to the reserves both in men and material 
which Germany could draw on in case of war. Another exceedingly 
important point is the position of Poland. This country is nationally 
and racially hostile both to Russia and Germany, and was created by the 
Treaty of Versailles to act as aebuffer state between them. She could 
now easily be forced to join in a customs union with Germany and Russia 

280 





Genoa—and After 





of such a nature as to forfeit her commercial independence—a first step 
towards political servitude and annihilation. 

French uneasiness was still more perturbed by the reported oil 
concessions on the part of the Soviet Government to the Shell group. 
As yet no definite information on this point has been issued, except the 
customary denials in the Press. If there is any truth in the reports, 
the Shell company can, of course, congratulate themselves on an excellent 
stroke of business, which opens up to them vast fields for exploitation. 
But though there has lately been a good deal of opposition on the part 
of British business men against the extreme French Chauvinism, the 
French point of view in this particular instance deserves to be considered. 
Like their Belgian neighbours they have sunk many millions of gold 
in Russian enterprises, and the thrifty French peasant has delved deep 
into his proverbial stocking to fork out his hard-earned savings for 
investment in Russian Government loans. Hence France, as the chief 
creditor of Russia, naturally considers that a-good dividend ought to be 
paid by the bankrupt before he obtains his discharge and before he gives 
away any surplus assets. Holland is another country which has had a 
great stake in Russia, and its principal oil company, the Royal Dutch, 
being one of the Shell group, would naturally benefit with the others 
in any concessions that might be obtained. 

The great problem of the whole Reparations scheme has always been 
how to make Germany pay without damaging ourselves. There is not 
enough gold in the world to pay even a quarter of what has been demanded 
of Germany. How, then, is she to pay the balance? Only by Goods 
and Services. We do not need services, and there are only certain 
classes of goods which we can take without hurting our own industries. 
France, which has suffered the greatest territorial damage, is in urgent 
need of services to help her to rebuild her war-trodden provinces, and 
being an agricultural country can easily absorb goods without detriment 
to herself, which we who ourselves make these goods cannot do. This 
aspect of physical damage, too, plays a great part in keeping alive the 
dangerous war-spirit which is so fatal to a revival of trade. Beyond a 
few bombs from Zepps and a stray bombardment on the East and South 
coasts we ourselves suffered no material damage during the war, but with 
France the case is different. The French have continually before their 
eyes the sight of their ruined lands. If they try to forget it they cannot, 
for it is always with them. Anyone who has visited the ruined areas 
will know what I mean. Desolation and Revenge are writ large upon 
them. To quell the lingering war atmosphere and hasten the revival 
of the world’s trade, one of the first essentials is to clear up the debris 
in Northern France, which is keeping alive in the French people the 
spirit of vengeance. : 

In England we have been trying hard during the last two years to 
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make Germany pay us an indemnity in goods, and at the same time 
excluding them from the country by the Safeguarding of Industries Act. 
Experience has shown the futility of this Act as a preventive measure, 
and no doubt it is only a matter of time before this Act, which makes 
dolls’ eyes a key industry, will be repealed. Much more effective has 
been the operation of the Reparations Recovery Act, which exacts a 
duty of 26 per cent on all goods imported from Germany. Though 
extensively criticised by the Liberal party during its passage through 
Parliament, it has, owing to the low value to which the mark has since 
depreciated, turned out to be a success from the revenue point of view. 
But it has not found much favour in business circles, because of the 
trouble and delay—often quite unnecessary—which it has caused in the 
clearance of goods through the Customs. There is doubtless much 
truth in the statement that the operation of the Recovery Act has helped 
British trade in so far as the business man is prepared to pay a slightly 
higher figure and buy British goods rather than submit to the tiresome 
procedure entailed by this Act. 

If indemnity payments have been a difficult thing for Germany in 
the past they are likely to prove still more so in the future. Since the 
great slide of the mark in October last after the announcement of the 
decision regarding Upper Silesia, prices in Germany as expressed in 
paper-marks have risen by leaps and bounds. With each successive 
fall in the external value of the mark imports of raw material from 
overseas have become more and more difficult, until by now the commer- 
cial situation has well-nigh reached a crisis. To add to the difficulty, 
the internal value of the mark has been decreasing side by side with the 
external value, that is to say, wages and prices of commodities have 
been rising in constant proportion to the fall of the mark abroad. This 
greatly decreases Germany’s ability to place her goods abroad, as hitherto 
her low wages have successfully enabled her to underbid other countries. 
While this no doubt is very helpful to British trade, it does not help 
Germany to pay her indemnity. Besides, sterling prices have decreased 
to such an extent during the past eighteen months that many articles 
can actually be produced cheaper in England than in Germany, in spite 
of the latter’s depreciated currency! This has led to some revival in 
the iron and steel trades, and the fact that pig-iron is now cheaper in 
this country than in Germany has caused several German importers to 
reappear in our markets. 

The full effects of this change in conditions are, however, still to 
come. No great reaction is yet shown in the latest returns of German 
imports into the United Kingdom. On the contrary, the net result for 
April last as compared with the previous month is an increase of £15,000, 
but compared with April, 1924, there is a decrease of £146,000. Com- 
pared with those of March the April returns show an increase of nearly 
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£15,000 in the value of toys imported, while plate and sheet glass and 
domestic and fancy glassware have increased the figure of the imports, 
under the “heading of “ Glass and Glassware,” by about £4,000, lamp 
chimneys and globes and bottles accounting for the balance of the net 
increase under this head of £17,000. A larger import weight of chemical 
dry unbleached pulp is responsible for the increase of £3,000 in paper- 
making materials. Decreases are noticeable under the category of cutlery 
to the value of £4,000, and the import of alizarine and other finished pro- 
ducts is down by over £2,000. Also paper and cardboard and scientific 
instruments each show a decrease of over £1,000, and though the number of 
watches imported together with their value has increased, the quantity 
and value of the clocks imported during April has diminished so much 
that there is a net decrease under the heading of “ Clocks and Watches ” 
to the extent of over £6,000. 

According to the Report recently issued by the Prussian chambers 
of commerce, it seems that British colliery owners and coal exporters are 
making a determined effort to capture part of the market in Germany, 
and with some considerable success. 

Great difficulties are now being experienced by importers of German 
goods. For one thing, an export licence has to be obtained from the 
German Board of Trade either by the exporter or importer for all goods 
to be exported from Germany, very few exceptions being made to this 
rule. When the licence has been obtained there are often frequent 
delays as to shipment, etc., and after the goods have arrived in England 
they often take several weeks to be cleared, and this only after many 
forms have been filled up and innumerable questions answered. On 
their side the Germans have often been guilty of a breach of warranty, 
and by their frequent delivery of shoddy and badly-finished articles 
have forfeited the confidence of their buyers. Many of their cheap (as 
well as expensive) goods have been found to be useless after a few weeks’ 
wear. Very few really cheap things are coming from Germany at the 
present time. In their greed they have raised their prices beyond that 
which their buyers are willing to pay. Because buyers from England 
rushed over after the Armistice and bought them out, the Germans 
thought that this state of things would last for ever and they have thus 
once again shown their incapability of judging the psychology of others. 
Their national insolence is returning to them. 

Though Mr. Pierpoint Morgan has accepted the invitation of the 
Reparations Commission to become a member of that body, the question 
of an International Loan to Germany is still an exceedingly difficult one. 
Certain conditions are necessary for Mr. Morgan’s success. One is 
technical, that the borrower should give sufficient guarantees; and 
another is psychological, that the lender should have sufficient confidence. 
But the principal lender, who in this instance would be the American 
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public, has been singularly chilled by the course of developments of 
recent weeks, such as the secret Russo-German Treaty and the incapacity 
of Europe of deciding definitely on such simple principles as the upholding 
of the rights of private property and the recognition of public debts. | 
Mr. Morgan has not only to assure himself respecting the solvency of 
his debtor, but also as regards the goodwill of future subscribers. The 
bickerings at Genoa are certainly not of a character to increase that 
goodwill. One condition is certain to be imposed before any loan is 
granted, namely, that the printing of paper-money must cease. 

M. Dubois, the Swiss delegate on the Financial Sub-commission at 
Genoa, proposed that France, Italy, and Germany should establish a new 
gold parity. This would be a partial repudiation of their paper-money, 
and would be equivalent to a composition with their creditors. Both 
France and Italy refused to consider this proposal, firmly believing that 
their currency will again reach the normal parity in a few years time. To 
an honest nation there is something decidedly distasteful about the mere 
suggestion of such an idea, and quite apart from this there is nothing 
to prevent the new paper currency from again depreciating in value. 
When a similar suggestion was made about two years ago that our 
debt to America should be repaid in “ Bradburys,” valued at $350 
to the £ instead of in gold sovereigns worth their full face value, there 
was a great outcry against it in British trade and financial circles, and 
subsequent events have justified our proud conviction that we can 
honour all our obligations in full. To have seriously considered such a 
proposition would have been in itself an acknowledgment of financial 
defeat. It would have been just the same as if we had been guilty of coining 
sovereigns containing less than the regulation 113 grains of fine gold. 

But with countries such as Poland, Germany, and Austria the position 
is entirely different. No one can reasonably suppose that either the 
mark or the crown will ever get back to its pre-war value in the ordinary 
way. Facts must be faced, and it is better that the loss should be ‘cut 
right away and the wheels of trade restarted than that these countries 
should be left to sink lower and lower. It is to be hoped that at the 
Hague Conference the Prime Minister will again have the assistance of 
great business men like Mr. Leslie Urquhart, our biggest expert on 
Russian commerce, to help him to arrive at a practical and business-like 
solution of all these pressing problems. His speech in the House was a 
fine answer to the critics of the Conference, and was a vindication of 
Britain’s supremacy among the society of nations. 


Brought into touch with hundreds of businesses in the course of his dutics, Mr. Bray 
here suggests a few points which will give the wise employer food for reflection. 


Efficiency Gained Through Populanty 


By W. REGINALD Bray 


Why some Businesses are Doomed to Failure 


IXING with the controllers and staffs of hundreds of businesses 
during the last quarter of a century, I have been convinced of the 
sterling worth of popularity to those who control commercial machinery. 
I have studied the question from every standpoint and have always 
. found that the staff lacking in efficiency were managed by heads whose 
popularity was a minus quantity. 

The Chief, however, can be strong-handed and yet be a great favourite 
with all those whom he is directing. I will relate a few points that have 
come before my notice which were without a doubt destroying the 
popularity of those in charge. 

Some business men never dream of asking any member of their staff : 
“Tf he has enjoyed his holiday ? ” ; “ Where he is going to?” ; or 
“ How he spent it ? ’’—or, should he have illness at home, no mention 
is made as to “ the means at. his disposal ” or “ how any of his family 
are progressing ’’—points which to my knowledge affect an employee’s 
feelings. These managers do not talk as man to man, but feel that the 
old system of “ you are mine for business purposes from opening to 
closing time ” is all that matters. 


The Long Week-end Concession 


What happens in these offices? As a rule, there are always frequent 
“comings and goings ” of staff, and consequent upsets in office routine 
and factory organisation. Another point which has often struck me is 
the terrible waste of time that goes on during Saturday mornings, very 
often through no fault of the staff, whereas with a little management 
these mornings could be shared without injury to business and the staff 
would not unnecessarily be kept idle. 

This would give each member a long week-end, perhaps once every 
month or two months, and employers would find that this would increase 
efficiency, and that when pressure of business necessitated late work 
it would be done with a cheerful heart. The words, ‘I’m not going to 
stop; you never get half-an-hour off to yourself in this show,” so often 
heard equally betray discontent among the staff, and an unsympathetic 
attitude, perhaps, on the part of the employer. Then there is the 
smoking question. As is well known, there are hundreds of offices where 
smoking by the staff is absolutely harmléss, yet the employer will say 
“it doesn’t look the thing in my office.’ Unless there is serious danger 
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from fire, there is no harm in the habit, and there will surely be more 
waste of time if it is prohibited. 

Where smoking is allowed I have found that there is not half the 
inclination on the part of the staff to smoke, for the old saying, “Stop 
anything and it is done all the more,” still applies. Similarly, with the 
“afternoon cup of tea’’ question. Employers should, I think, study 
their office hours during the months from May to September, for there 
are many who can with reason alter hours so that the staff may benefit 
by the lighter evenings. Especially does this apply where it is found 
impossible to give effect to the sharing of Saturday mornings, mentioned 
above. 

Another cause of disaffection among staffs is the refusal of many , 
employers to allow their employees reasonable facilities to purchase at 
- cost, or even at trade price, any of the particular commodities produced 
by the business which they may wish to have for their own use. 


A Serious Complaint 

Sanitary conditions prevailing to-day in many offices are another 
source of discontent which employers seem to ignore, and it is a marvel 
that with all the legislation now in force why many firms are not 
compelled to give this serious matter their urgent attention. We have 
sheaves of “ Factory Acts” but where are those for the “ Counting 
House’’? Some employers seem to think that as long as their own 
room is fitted up with hot and cold water and clean towels every morning 
—one towel for thirty or more employees will suffice for a week. True, 
enough, I have seen the opposite, but it is rarer than it should be. 

In conclusion, I wish to point out that this article is not written with 
any socialistic idea at all, but merely to emphasise the point that the 
percentage of employers who take the deepest interest in their staff is 
at present a very low one, and that employers who do everything in their 
power for the comfort and health of their staffs gain not only in popularity 
but very sensibly in the increased efficiency of the services they receive. 

Needless to say, there are many things allowed by employers which 
hamper trade and business, such as “ private telephone calls,” “ using 
the office stationery and address for private correspondence,” etc. 
These, in my opinion, are not necessary and should be stopped. 


ms 





British exporters who intend making a bid for the rich Brazilian market have-a 
magnificent opportunity of introducing their goods at this great Exhibition. 


The Bnitish Market in Brazil 


By OHARLES DOMVILLE-FIFE 


Late Correspondent of “The Times”? in South America ; 
Author of “Through Guatemala and Central America,” “The Great 
States of South America,” etc. 


‘All about the Great Centenary Exhibition 


HE establishment of a British section in the International Exhibition, 

which is to be held at Rio de Janeiro from 7th September to the end 
of the present year, may mean much or little, according to the enter- 
prise, adaptability, and local knowledge of the exhibiting firms. It 
must be remembered that Brazil is a vast confederation of Portuguese- 
speaking states in the midst of an otherwise Spanish continent, that 
merchandise which may appeal to the tropical and largely coloured 
north will probably prove unattractive to the temperate, white, and 
largely Italian south. That complicated, costly machinery, of great 
utility in one or two of the highly developed states, such as those of 
Rio de Janeiro and São Paulo, will be useless in wild and unexploited 
Amazonas, Matto Grosso, or even the interior of the Rio Grande, because 
it needs for successful operation and running repairs highly skilled labour 
and mechanical knowledge. 

Designed to celebrate the Brazilian Centenary this great exhibition 
will also serve to commemorate an equal period of friendship and trade 
between the United States of Brazil and the British Empire. Permanence 
will, moreover, be given to the occasion by the presentation to Brazil 
at the close of the exhibition of the magnificent white British . pavilion, 
now being built on the shores of the blue, isle-dotted Rio bay. These 
events give topical interest to the whole question of Anglo-Brazilian 
commercial relations, past, present, and future. The past is a record 
of achievement in the face of international competition, the present is 
the sad story of war’s havoc in a distant field, and the future—well, 
the steady revival of Anglo-Brazilian commerce and the opportunities 
afforded to British enterprise will give more indication than mere pro- 
phecy. This, however, like the Great Exhibition (and many ills from 
which the world is suffering) depends more upon the community of 
commerce and finance than upon the comparatively small realm of 
politics. 


Overseas Trade of Brazil 


The overseas trade of Brazil has reached an annual average value 
of 230,000,000 sterling, made up of exports 130,000,000 and imports 
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100,000,000. This shows that the country benefits by an annual revenue, 
derived from surplus exports, of about 30,000,000, almost entirely 
obtained from the productivity of the soil—not an ephemeral but a 
lasting source of wealth. This result has been achieved with only a 
fifth of the total area of the Republic even partially exploited. 


Pre-War International Commerce 
With these essential statistics in view we can proceed to a more 


detailed analysis. In pre-war years the exports from Brazil amounted 
to about 40,000,000 to 50,000,000 a year, of which the United States 








THE BRITISH PAVILION 


absorbed from 18,000,000 to 20,000,000, Germany 9,000,000-to 10,000,000, 
the British Empire 8,000,000 to 9,000,000, and France the same amount. 
The imports into Brazil averaged from 35,000,000 to 40,000,000, of which 
the British Empire supplied merchandise to the value of about 11,000,000 
a year, while Germany came second on the list with 7,000,000, the 
United States third with 4,000,000, and France a close rival with the 
same amount. 

From this it will be seen that Great Britain was predominant in this 
great market—for it must be remembered that Brazil has an area of 
3,250,000 sq. miles, and a population of nearly 30,000,000. Couple. 
these figures with the fact that a very large proportion of Brazilian 
exports as well as imports were carried by vessels sailing under the 
British flag, and the advantage derived will be seen to be even greater 
than is shown by the bare statistics. 


Post-War International Commerce 

During recent years, notwithstanding that the total value of the 
overseas trade of Brazil has-risen from 90,000,000 to 230,000,000, the 
commerce with Great Britain has not increased proportionately, the total 
average value being 29,000,000 per annum, with imports into Brazil 
at 18,000,000 and exports from Brazil at 11,000,000. Simultaneously 
the total commerce with the United States has risen from 24,000,000 to 
over 90,000,000 per annum. Here,- however, comes a complicated 
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factor. This enormous trade with the United States is exceptionally 
profitable to Brazil, because that country pays only 37,500,000 for her 
American imports and finds a market in the United States for some 
60,000,000 worth of produce. This fact has been seized upon by the 
United States to obtain a preferential tariff from Brazil in order to 
stimulate a more reciprocal trade between the two countries—a factor 
which may or may not tell strongly against the building up of Anglo- 
Brazilian commerce to its proper level compared with the general increase 





RIO DH JANEIRO AND THE FAMOUS BAY 


of the overseas trade of the latter country. If the costs of production 
can, however, be lowered in Great Britain so as to compete successfully 
in regard to prices with goods manufactured in the United States, then 
they can be sold in Brazil upon terms equally as favourable notwith- 
standing the slight advantage derived by the latter country’s preferential 
tariff. 

In this connection it must be pointed out that the reason why the 
United States is able to absorb so much Brazilian produce is because 
she obtains a very large proportion of her cocoa, coffee, rubber, and other 
tropical produce from South America, whereas Great Britain, quite 
rightly, gives preference for these products to her own Dominions and 
Colonies, consequently obtaining substantial preference in these great 
and reliable British markets. 

Al these problems do not, however, alter the fact that British trade 
with Brazil has not increased in the rigat proportion to that of the 
United States, notwithstanding that 140,000,000 of British capital are 
invested in Brazilian undertakings and securities. To the British 
figures must, however, be added 1,500,000 a year paid to India and the 
self-governing Dominions for merchandise imported by Brazil with no 
counterbalancing export trade. 
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The German Trade Menace 


Although recent figures are not available there is no doubt that 
Germany is seeking to re-establish her commercial position in Brazil, 
aided by her low rate of exchange. In 1919 the total overseas commerce 
between these two countries had risen from nothing in the previous 
year to nearly 1,000,000 sterling. By 1920 it had increased to over 
2,000,000. Later figures are not yet available, but reports tend to confirm 
the belief that it is rapidly and even startlingly on the increase. It is, 
perhaps, from this direction, more even than from the United States, 
that severe competition may be expected in the near future. 

It should be borne in mind that there are large influential and rich 
German colonies in Southern Brazil, especially in the State of Santa 
Catharina, whose influence is being strongly exerted in the struggle of 
Germany to recover her lost overseas commerce. While this is confined 
to the private and public requirements of the colonies themselves 
nothing can, in fairness, be said regarding it. But is it being so confined? 
Italy also has large and legitimate influence in Southern Brazil, especially 
in São Paulo and in the States of Paraná and Rio Grande do Sul. 


Manufactures Required 

While it is difficult to state with accuracy what particular kind 
of merchandise is required at any given time in any country, because 
demands are usually very quickly supplied by enterprising foreign firms 
with resident agents, it is an excellent plan, although apparently but 
little known or acted upon by British exporters, to watch the changing 
customs tariff for “ reductions,” which, when they occur, usually indicate 
a need for the article or articles upon the import of which a reduction in 
the rate of duty has been made. 

It may be of use or interest to give here a few examples pertaining 
to Brazil: machinery of any sort for the installation of carbide factories, 
firebrick for electric ore-smelting furnaces, barrels of all kinds for national 
wines, machinery and materials for the equipment of fish, fruit, and 
vegetable preserving factories, machinery for silk manufacture and 
sugar refining, one copy of any scientific book, material for high schools, 
machinery for the erection of electric light, power, and hydro-electric 
works, waterworks, sewers, street paving, cement works, and galvanised 
iron mills. All these articles are either admitted entirely free or at a 
reduced rate of duty. It is,zhowever, not the small advantage derived 
from a reduction of the protective tariff which is of importance to foreign 
importers, but the indication that such articles are required and are 
consequently not being manufactured in the Republic. 

’ Here it is advisable to warn British importers not to include 
stationery, invoice forms, advertising matter, or catalogues in any 
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number in packages of merchandise being forwarded to Brazil, unless, 
of course, they have been specially asked for, because these seemingly 
unimportant items (even when used as packing) are charged at a very 
high rate of duty. 


A Hint on Colours 


Brazil is a country where simplicity and reliability should be the 
main advantages and emphasised selling points of machinery intended 
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for all purposes beyond the range of the few large municipal areas. The 
question of colour is also of great importance to exhibitors of art 
materials, fabrics, or decorative goods. What appears bright, loud, 
bizarre, too daring, or even gaudy beneath the grey skies of Britain 
pales considerably when exhibited to the colour-loving races of the 
New South. The director of a famous art gallery in Buenos Aires 
explained to the writer that dull or colourless pictures were almost 
unsaleable. The South American, whether he be Spaniard, Portuguese, 
Italian, or half-caste, demands colour in a wealth of shades commen- 
surate with the skies, flowers, and lights and shadows of his vivid land. 
These are far more important considerations than would at first appear 
to be the case. 


Favoured Methods of Sale 


Almost any goods which are of reasonable price and high grade can 
be sold in Brazil on the instalment plan. Experiments in this direction 
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were first made on a large scale in the sewing-machine, phonograph, and 
motor-car trades, by American firms, and the results were remarkably 
successful. The stock was housed in a central depôt in Rio de Janeiro, 
and sub-depéts were formed and financed locally in the important towns 
of this vast Republic. Brazilian salesmen were employed under American 
supervision. 

Another method of selling ornaments, musical instruments, clothes, 
jewellery, and other personal requirements is to form clubs with from 
25 to 100 members and organise raffles, following this up with the 
“ snowball ” system of obtaining new members. There is a good opening 
for the sale of furniture and domestic machinery on the instalment 
plan, and for cheap jewellery on the club-raffle system. 

These forms of sales organisation may sound somewhat unattractive 
to English business men, but it must be remembered that in several of 
these South American States lotteries and raffles take the place of 
more strenuous forms of sport and gambling, and are very largely 
indulged in by the well-paid working classes. 


Regulations Regarding Imported Foods and Beverages 


Owing to the large quantities of preserved and patent foods, as well 
as beverages of all kinds, which have been condemned by the Brazilian 
authorities and the importers heavily fined, it may be of interest to give 
here a résumé of the food laws which are now being rigidly enforced. 
Everything which contravenes these regulations is destroyed after being 
tested by the National Laboratory, and the importers are fined $500. 
Included in the list of beverages considered injurious to health are 
adulterated wines and spirits, and those developing objectionable 
properties due to chemical reaction on hops in transit. The importation 
of what are called “ artificial wines ” is prohibited under all circumstances, 
and large quantities of beverages of many kinds have been condemned 
because they have contained an excess of sulphates, colouring matter, 
salicylic or sulphurous acid. Hop substitutes in beer are also considered 
to be injurious. 

Care must be taken that imported foods do not contain boric acid. 
Quantities of preserved meats, especially hams, as well as butter, pre- 
served vegetables, fruits, and certain kinds of confectionery, have been 
condemned for this reason alone. An analysis is obligatory of every 
Kind of food and drink sold in Brazil, and the fee charged by the National 
Laboratory for this service ranges from 25s. Those who contemplate 
importing patent foods or beverages would therefore do well to first 
submit specimens for full analysis before dispatching these goods in bulk. 
When the proprietor of a patent medicine, or method of preserving food, 
applies for a patent in Brazil, notsonly must he disclose the exact formula, 
but a secret examination is also made by the Government in order, not 
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only to verify the statement made in the application but also to insure 
that the new substance is neither CASON) injurious, nor contravenes 
the food laws. 


Foreign Commercial Travellers in Brazil 


Many British firms exhibiting their goods in the forthcoming Exhibi- 
tion at Rio de Janeiro will probably take the opportunity of sending 
out representatives to establish permanent commercial relations with 
Brazil. To these the following particulars regarding the operation of 
foreign commercial travellers may be of service. In several of the 
states a licence is required before business can be commenced, and it 
is considered advisable for foreign commercial travellers to register, as 
unless this has been done they cannot enforce payment of a debt. 
Persons buying from an unregistered agent are legally able to refuse 
payment although the goods may have been delivered in good faith. 
Many firms sending out representatives first establish commercial 
relations with a Brizilian merchant who takes over the collection of all 
moneys due, thus avoiding several difficulties. Samples (except those 
intended solely for the Exhibition) are subject to customs duty, and when 
above £10 in value must be accompanied, like ordinary merchandise, 
by a Consular invoice. The Commercial Association of Rio de Janeiro 
is an important organisation which can smooth the path of the newly 
arrived traveller or merchant. 

The Federal Government of Brazil does not require foreign commercial 
travellers to take out any special licence, but this is not the case with 
the States and Municipal Administrations. In Rio de Janeiro (City 
and State) no licence is required unless samples or goods carried are sold. 
The municipality of São Paulo, the second most important city in 
Brazil, charges £66 10s., and that of Santos £33 5s. There is a State 
charge in Bahia of £6 13s. 4d. for an annual licence, which must be 
renewed if the traveller leaves the State and subsequently returns. In 
Minas Geraes a licence costs £3 18s. 4d. ; in Maranhão £16 13s., with an 
additional fee of £6 13s. 4d. if business is done in the State Capital. 
Pernambuco ‘charges £40, and Rio Grande do Sul £13, with additional 
charges ranging from £6 to £50 for every city in which business is 
attempted by the foreign traveller. The payment of these high licence 
fees is, however, usually avoided by employing local agents, the foreign 
representative merely arranging with these to stock and sell the goods 
of the firm he represents. 


Racial Composition and Commercial Psychology 


_ One of the most important factors to be considered by: British 
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exporters when attempting to open up new markets abroad is the 
racial composition of their prospective customers. When this is definitely 
known elementary psychology will indicate something of their special 
likes and dislikes, forming a guide not only to the class of goods which 
should be offered, but also to the best methods of marketing, most 
attractive form of packing, display, advertisement, and price. Yet this 
is precisely what so many manufacturers either forget or ignore when 
exporting their goods abroad. Almost everyone who has travelled 
extensively in foreign lands will be able to recall instances which have 
come under their personal observation of gross neglect by British firms 
to adapt their wares to the racial peculiarities of their foreign customers. 
No doubt this has been caused in the past by these manufacturers only 
exporting their goods upon definite demand, but the times have changed, 
and with the passing of the old order new methods must be adopted 
if British commerce is to survive the intelligent competition of both 
East and West. 

Although the psychology of the mixed races forming modern Brazil 
is far too large and complicated a subject to be discussed in one short 
article, those who are interested will be able, from the following brief 
summary of races forming the Brazilian nation, to piece together a rough 
psychology from the many books available dealing with the country 
and the peoples enumerated. 

The total population of Brazil numbers about 27,000,000, of whom ' 
40 per cent are coloured, and may be considered the labouring classes 
of the whole country, with the exception of the southern States, where 
there are nearly 2,000,000 Italians, 200,000 Germans, and 300,000 of 
various other European and Asiatic nationalities. Although Portuguese 
is the official language, and is the one to be used for all directions on 
imported goods, it should be pointed out that Italian is essential for the 
introduction of unknown goods among both rich and poor in the great 
State of São Paulo, and German among the Teuton colonies of Santa 
Catharina. 

It may be supposed that these minorities of the nation can be ignored 
so far as foreign imports are concerned. To counteract this impression 
it is only necessary to point out that among this immigrant population 
are many who have become prosperous, and are consequently large 
consumers, as will be seen from the fact that the Italians alone send 
home to their beloved Italy, in the form of savings, an annual average 
of 200,000,000 lire; that the Portuguese, of whom there are about 
800,000, remit nearly 2,000,000 sterling to their homes in Portugal 
every twelve months; that the Spaniards, of whom there are 500,000, 
dispatch nearly 1,000,000 sterling to the Peninsula, and that the Germans 
send to the Fatherland an almost equal sum although their numbers are 
far less. 
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The British Empire and the Brazilian Centenary 


Inaugurated to celebrate a century of independence the great 
exhibition at Rio de Janeiro will be opened by the President of the 
Republic on 7th September, and will continue in being until the close 
of the year 1922. At the request of Brazil the British Government 
decided to take part officially in this important international fair, and in 
order that a memorial of the occasion should remain as a token of the 
warm interest taken by the British Empire in the welfare of Brazil the 
beautiful white British pavilion, facing the Avenue of the Nations, 
will be handed over to Brazil at the close of the Exhibition—a fitting 
milestone along the road of unbroken friendship. 

The British section is being strongly supported by a committee 
representative of Anglo-Brazilian interests, under the presidency of 
Mr. Lionel de Rothschild, and a fund has been specially raised from which 
a large proportion of the expense incurred will be defrayed, the 
remaining cost being borne by the British Government and by firms 
taking part in the Exhibition. The organisation of the British section 
on this side of the South Atlantic is in the hands of the Department of 
Overseas Trade, while in Brazil a local committee of British residents 
has been formed to advise the British Ambassador. 

The Exhibition area extends from the famous Avenida Beira Mar, 
along the sea front, to the old Arsenal. No more beautiful site could 
be found than that chosen for this ‘ White City ” by the blue, isle- 
dotted waters of the mountain-encircled Rio Bay. The central promenade 
running through the Exhibition grounds will be named the “ Avenue 
of the Nations,” and in the centre will be situated the British pavilion 
with a frontage of several hundred feet. 

The central portion of this pavilion will be the permanent building 
which it is intended to hand over to Brazil at the close of the Exhibition. 
On each side of this are the wings in which private firms will display 
their goods on stands. The main floor of the permanent portion will be 
devoted to exhibits demonstrating the extent and resources of the 
British Empire, with special reference to the requirements of Brazil, 
and also to exhibits illustrating the modern development of British 
industrial art. In the centre of the building there will be a well opening 
on to the lower floor, on which will be constructed a relief map of the 
world, set in water and ingeniously illuminated, with small models of 
ships passing along the main lines of ocean traffic. The principal fea- 
tures of the British Empire and of Brazil will be specially emphasised. 
The remaining part of the lower floor in this centre building will be used 
for displays of working models, illuminated coloured transparencies, 
and other novel forms of publicity for firms who do not desire to exhibit 
their goods on stands in the wings but welcome this inexpensive means 
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of making known their products in this rapidly growing and largest of 
South American States. Examples of these attractive devices have been 
installed at the offices of the Department of Overseas Trade. 

The arrangement of the two wing-buildings, in which goods will be 
displayed on stands, is such that visitors will be induced to pass right 
through the whole British section, passing every stand before they leave 
it. The Royal Mail Steam’ Packet Co. are conveying all goods con- 
signed to the British section at half the ordinary rates of freight, and the 
Brazilian Government are admitting the exhibits duty free on the 
understanding that they are re-exported at the close of the Exhibition. 

British firms, whether exhibiting at Rio de Janeiro or not, should 
bear in mind that commercial prosperity can only be restoredin the 
near future by the exploitation of new markets. The state of Conti- 
nental Europe prevents the possibility of a revival to anything like pre- 
war volume of exports in that direction, the East is disturbed, the doors 
of both European and Asiatic Russia are little more than ajar, and there 
remains only the Empire overseas and the great Sub-Continent of South 
America. 


Lord ichean on the Solace of Work 


THERE is an idea abroad, said Lord Inchcape, in a reminiscent speech, on being 

presented with the Freedom of Arbroath, that there should be nothing more 
than forty-two or forty-eight hours’ work a week, and that the other 126 or 120 
hours should be devoted to rest and recreation. 

I am within the mark when I say that my average week of work for the last 
fifty years has not been forty-eight hours—it has been nearer or has exceeded 
ninety-eight hours a week. But I have looked on work as recreation, not as drud- 
gery, and certainly half the time I have spent at work has been either in trying to 
make money for other people or in the service of the State. My experience is that 
there is no greater pleasure in this world than that which is derived from work. 
Occupation is the cheapest form of amusement you can get, idleness is the most 
expensive. Itis not work that kills—it is worry, and if you have lots of work, 
I don’t care what kind of work it is so long as it keeps you occupied and you do it 
conscientiously, you will have pleasure in it and you won’t have time to worry. 








The importance of the distinction between sterling and currency policies, which is 
emphasised by this judgment, will be apparent to every export and import merchant. 





Exchange Fluctuations and Marine 


Insurance Claims 


Important House of Lords Judgment 


FEY questions of international importance have been so much referred 
to in the Press since the conclusion of hostilities as that of Exchange. 
The man in the street has learned to appreciate the consequences of a 
depreciated currency and there have been attempts ad nauseam to 
explain both the system and to define the causes operating to cause 
fluctuations of the international value of the pound sterling. These notes 
are intended merely to draw attention to the judgment given in a recent 
law case bearing upon the factor of exchange in the settlement of claims. 
The litigation concerned the interpretation to be accorded to a clause 
appearing in a marine insurance policy which provided that “ Claims, 
if any, to pay at the rate of 4.15 dollars to £1 sterling.” The case in 
question was the appeal of Messrs. Howard Houlder and Partners, Ltd., 
against the Court of Appeal decision affirming the judgment of Mr. 
Justice Bailhache in favour of the Union Marine Insurance Co., Ltd. 
The salient features are as follows. A policy on behalf of American 
principals was effected by the plaintiffs on a cargo of molasses, valued 
$108,000, destined for Canada from the West Indies. Policies were 
issued by British underwriters for £26,025, and it should be noted that 
there was no mention of the dollar value of the cargo. The sterling 
valuation was the equivalent of $108,000 @ 4.15 per £1, and it was 
upon this sum that underwriters’ premium was based. The vessel was 
totally lost and in consequence the underwriters jointly paid the assured 
the amount of their policies, in all £26,025. This settlement, however, 
was not acceptable to the plaintifis, who maintained that under the 
policy their indemnity was £26,025 converted into dollars @ 4.15, or 
$108,000. Owing to the depreciation of the pound sterling at the time 
when the loss was paid, the total loss payment in sterling was sufficient 
only to purchase $97,203, and the assured accordingly contended that 
they were insufficiently indemnified and claimed the further sum of 
approximately £2,886, necessary to purchase the balance of $10,797. 
The defence to this plea was that the policy did not purport to be a 
dollar currency policy. It was obviously a sterling policy, to be satisfied 
by a payment in sterling, and, in fact, contained no indication that the 
molasses had had a dollar valuation. This was the view taken by the 
Judge of the Lower Court and affirmed by the Court of Appeal. 
It may be taken, therefore, that the nature of a policy cannot be 
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changed from a sterling to a currency policy by the inclusion of a clause 
such as the one quoted above. Originally, it was introduced into common 
practice in order to limit the underwriters’ liability for claims which 
if presented in dollars would fluctuate with, and be susceptible to, the 
vagaries of the dollar exchange. As a matter of fact, the £ sterling 
slumped immediately the artificial support of the war period was removed, 
the effect being, so far as underwriters were concerned, to increase very 
materially both actual and potential American claims inasmuch as a 
depreciated currency meant that a greater amount of sterling was 
required to purchase the requisite number of dollars. The liability of 
underwriters was already sufficiently extensive without the added 
burden of a gamble in foreign exchange. It was decided as an equitable 
solution that the rate of exchange to be utilised for calculating losses 
was that rate used for the calculation of the premium. 

There were, of course, currency policies with dollar valuations issued 
by underwriters, and these definitely undertook to pay to the assured 
a fixed number of dollars regardless of the actual cost in sterling, e.g. a 
dollar policy for $100,000 in the event of a total loss would require 
payments of £22,222, £25,000 or £28,571 if the rate of exchange was 
4.50, 4.0 and 3.50 respectively. 

The foregoing will illustrate the important distinction between the 
two kinds of policies and buyers in this country, where the merchandise | 
is insured under certificates or policies of insurance issued in America, 
would be advised to examine such documents and ascertain whether 
they contain any provision for the payment of claims at a pre-determined 
rate. 


Form Letter Perfection 


A BOOKLET which is little short of a revelation of the possibilities in form 
letter production has been issued by the Wellington Press, 15-16 Floral Strect, 
Long Acre, W.C.2. It is specially intended for the use of Advertising and Sales 
Managers, and they, and every head of a business, should lose no time in applying 
for a copy before the stock is exhausted. By means of many excellent specimens 
the booklet shows at a glance the varied possibilities of lay-out, size of type, colour, 
spacing, and emphasis in a form letter. The specimen letters are exceedingly 
interesting, and very clearly demonstrate the value and economy of facsimile 
letter advertising. Incorporated with the booklet is the interesting article which we 
published recently on “ The Preparation of a Successful ‘ Mailing Shot, ” by Mr. 
Max Rittenberg, an expert, who is retained as Consultant by the Wellington Press, 
and whose services are available fog clients. 
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“The modern business cannot afford to wait for twelve months before examining its 
financial position on reliable figures.” 


Stocktaking from a Financial 
Standpoint 


By H. Q. JENKINS 


OF of the most important duties of a Finance Department is the 
determination of the value of stocks which are held by any business. 
This determination is not a simple matter, as it involves a consideration 
of the many and various elements which affect the value of the stock, 
and again becomes complicated owing to the wide variation in the types 
of stock under review. 
It is proposed to outline the considerations to be taken into account 
and to examine the methods involved to enable these values to be 
ascertained in a satisfactory manner. 


Vital Importance of the Stock Valuation 


The satisfactory determination of stock values is becoming more 
and more vital to the management of any-business, and, as these values 
become an increasingly large factor of the total investment (due to the 
relatively high costs of the present time, or, in days to come, when values 
are fluctuating to a greater extent and more rapidly than has ever been 
the case before), the responsibility of the Finance Department for the 
. stock valuation becomes increasingly important. 

The. well-managed business depends to a very large extent on its 
ability to keep constantly in touch with its real financial position, and 
this can only be known and appreciated where the stock values are known 
to a reasonable degree of accuracy. 

In order to cover the ground which is embraced by the title it will 
be necessary to limit this paper closely to the part which is played by 
the Finance Department, and, therefore, to exclude as far as possible 
the considerations of the actual physical checking of the stock with the 
records which are kept. 

The time for haphazard accounting and irresponsible valuation has 
passed, and full recognition of cost accounting has become.-an essential 
factor in the industrial machine, and it becomes more and’ more important 
for a Finance Department to raise up by its own efforts a force in the 
business world which will be recognised as essential in the financial ` 
conduct of business. The Finance Department has to regularise that 
which hitherto has failed to be regularised, that is, the valuation of 
stocks, and by virtue of its peculiar position inside the organisation must 
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set right and put on a basis, which shall have a lasting and sure founda- 
tion, the machinery for the valuation of the stocks: it must stand for 
the illuminant inside the organisation, and must set such a standard 
on its work as will ensure its prestige in a professional way as the guide 
of the business, and not merely as a tool. 


Annual Stocktakings not Enough 


Stocktaking is generally considered as a matter of annual considera- 
tion only ; if this is the case, and if stocktaking is a necessity to correct 
the errors which are constantly accumulating, then what is the justifica- 
tion for this annual event. Surely it is justified annually only because 
in many instances it is so difficult and so disturbing as to be a thing 
which is only done when it is unavoidable. Why should not correct 
figures be available during the whole of the year instead of making them 
correct at the end of the year only ? The modern business cannot afford 
to wait for twelve months before examining its financial position on 
reliable figures, and, if stocks are only taken once a year; the incorrectness ` 
of any interim accounts is admitted, and such accounts are useless, as 
` they may be misleading. 

If the Finance Department is to keep the business controlled 
satisfactorily from a financial point of view, it must always be able to 
produce figures in which confidence can be placed, and if this is to be so, 
then stocktaking as a regular periodic event must become a part of 
the routine work of the Finance Department, and the stock figures 
employed must be obtained by a real stock valuation. 


Stock Values and Balance Sheet Juggling 


The business world has lately been faced with several financial 
failures, and at creditors’ meetings the reason is often given, among other 
things, that the position is caused by the Stock Investment having 
risen rapidly. Obviously in many cases the stock valuation has only 
been appreciated when the cash has ceased to be available to finance 
these stock increases and for the continuance of manufacturing; the 
knowledge of the stock values which should have been available right 
along has had no existence. Further, it is apparent that the cause of 
many of these failures is due to a very large extent to the very unsatis- 
factory valuation of the stocks. Stock values have for long been the 
means of Balancé Sheet juggling, and it is the duty of the Finance Depart- 
ment to raise the Stock Valuation out of this slough to a proper level. 
There is little doubt that had a stock valuation been properly appreciated 
from time to time many of these failures might have been avoided, and 
had the firms in question had @ real Finance Department their position 
would have been very different. 
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To proceed to a consideration of the operations which are involved 
in the valuation of stocks, these may be enumerated as follows— 
(1) The Planning of the Stocktaking. 
(2) The Valuation of Stocks. 
(3) The Clerical Methods. 
(4) The use made of the results. 


(1) THE PLANNING OF THE STOCKTAKING 


The success of the stocktaking from a financial point of view is largely 
dependent on the ability to produce the information as to the value of 
the stocks within a reasonable period. The Balance Sheet cannot be 
made up, or the Trading Account (or for that matter any periodic 
account) until this information is available, and it is necessary, therefore, 
to appreciate the importance of speed as well as the demand for accuracy. 
Speed and method are both essential to successful stocktaking, as the 
longer the stocktaking occupies the more unsatisfactory it is, both from 
the point of view of accuracy, study, and application of the lessons 
which should be learned therefrom. 


Accuracy a Question of Degree 

Next, the question of accuracy is one which is of vital importance, 
but it must be remembered that accuracy is a relative term and, therefore, 
what is to be aimed at is to avoid inaccuracy to a degree which is mislead- 
ing, and the degree of accuracy it is desired to attain must be carefully 
determined. It must be fully recognised that the main purpose of the 
stock values shown on a Balance Sheet is effected by giving a reasonable 
and not an absolutely correct statement of these values, because the 
position immediately before and after the date of the Balance Sheet is 
changed to a degree which makes a recognition of such values an approx- 
imate, and not an exact, essential. * Again, it must be remembered that 
if inaccuracy exists it is corrected at the next valuation, and the important 
point is really the change in stock values rather than the exact values. 
This must not be taken to imply that the stock values should not be 
correctly stated, but only that there is a definite field for consideration 
of the degree of accuracy to be obtained, as this has an obviously 
important bearing on the method to be adopted and the result to be 
obtained. 

In general there is no doubt that the lines on which the valuation is 
undertaken should be such as will ensure an arithmetical accuracy, say, 
to one-tenth of 1 per cent, for such a degree is quite enough for all practical 
purposes. 

Again, this expression of opinion must be fitted to the local conditions 
as, for instance, in the case of precious metals, where the degree of 
accuracy must be the highest possible. With stock of small value and ' 
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importance, either collectively or individually, a lesser degree of accuracy 
may be observed. The point is that it is of the utmost importance that 
the degree of accuracy which it is desired to obtain should be planned in 
advance, and not recognised only as governed by circumstances under 
which the stock is taken and valued. 

The next matter for attention is that of planning the results so that 
they may be understood and appreciated, and it is obvious they should 
be in such a form as to enable them to be examined sectionally, so that 
a relative stock investment of each sectional group of the stock may be 
appreciated. If there is to be any attempt at financial control of the 
investment this sectionalisation is essential. 


Stock Classification 


In order that this may be done it is important that the classification 
of the stock on a sound basis—which is one of the necessary features of 
efficient sectionalisation—should be planned or prepared beforehand. 
The installation of a satisfactory classification of the stock is of vital 
importance to successful stocktaking and stock investment study, and 
will lead, in addition, to increased accuracy, the elimination of error, and 
a considerable increase in speed with which the work itself may be 
accomplished and the results ascertained. 

Accepting these fundamentals of speed, accuracy and classification, 
the next step is the detailed planning of the work. Stocktaking demands 
the most careful planning of every operation, the planning of a time-table, 
of staff, of operations in detail, of the equipment necessary in detail, of 
stationery and of supervision, and there should be strict adherence to 
the plans made. There is nothing more unsatisfactory than an absence 
of plan, and unless careful plans are made chaos must be the result, 
bringing in its train over-work and inaccuracy, and destroying the value 
of the results that it is sought to obtain. 


Stocktaking a Rountine Operation 

There is no valid reason why stocktaking should be treated as apart 
from the ordinary business routine, something to be imposed on the staff 
as an annual annoyance, but as a regular part of the business routine, 
to be dealt with in the ordinary course and planned in such a manner as 
to disturb the normal conditions to as slight a degree as possible. Only 
when it is recognised that stocktaking is a normal business operation 
can the stocktaking itself be satisfactory. 

One further important feature of stocktaking is the necessity for 
preparatory work, and development along this line is a feature which 
calls for very careful consideration. 

One important duty of thé Finance Department is to be always 
familiar with the stock position, and this can only be the case if constant 
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touch is’ maintained with the actual Stock itself, and to do this it is 
essential to make a frequent review of the stock, which should be under- 
taken with a representative of the executive of the control of the stock 
under review. 

` This planning of the stocktaking, of which it is impossible to over 
emphasise the importance, must be undertaken in a thorough manner, 
and it should be remembered that, owing to the regular recurrence of 
stocktaking, there is a continual benefit obtainable from proper setting 
up and planning, and these plans should be laid down in a concrete form 
and should extend to the issuing of detailed instructions (that is, every 
detail should be taken account of by the executive) which should. be 
issued in good time for assimilation. It will be found of considerable 
benefit to have the staff concerned together previous to the stocktaking 
and give them an explanation of the instructions, pointing out particularly 
the interdependence of the work to be done, and that only by the careful 
following out of the instructions can the results be obtained in a correct, 
speedy and efficient manner. 


Responsibility of the Finance Department 

The issuing of the instructions to the executive responsible for the 
actual physical checking of the stock is definitely the responsibility of 
the Finance Department, and the supervising of the carrying out of these 
instructions in all operations of the stocktaking is the duty of the Finance 
Department, just as much as the issuing of the instructions. 

It has been pointed out that an important duty of the Finance 
Department in connection with the valuation of the stocks is a very 
careful review of the whole of the stocks; this duty is worthy of 
elaboration. 

Careful inquiries should be made with regard to all the stocks which 
appear in doubtful usage, condition or demand. Queries should be raised 
with regard to all items of stock which are not clearly kept in a regular 
manner. The review should extend to an inspection not only of the 
stock but also of the stock records, to see that they are cleanly and clearly 
kept in a regular manner and that, in general, by some kind of personal 
check of a few items, the stock record is correct and satisfactory. 


Examination of Stock Records 

In addition, an examination should be made to ensure that the 
essential information which must be available before any attempt at 
valuation can be undertaken is clearly visible on the stock record itself, 
and that duplicate and obsolete records are eliminated previous to 
the actual stocktaking. This examination of the condition of the records 
from which stock information has to be extracted is an extremely impor- 
tant feature of the planning of the stocktaking. Here it is desirable 
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to examine a point on the question of value, which, although it may be 
dealt with later, becomes of immediate importance at this stage. There 
is considerable value from an economic point of view in bringing to the 
notice of all persons dealing with the stock, either in storerooms, the 
shop itself, or in any part of the organisation, the value of the material 
which they are handling, and the inclusion of the price or cost on the 
stock records gives this very desirable condition and if the method of 
keeping this information up to date on the stock records is efficient, an 
opportunity is afforded to record, at the same time as the other informa- 
tion is extracted, the price of this one record. This enables a separate 
handling for the purpose of pricing to be eliminated with consequent 
economy of time, and again, where stocks which are held have been 
delivered at varying prices, this information is able, when necessary, 
to be assembled with the particular quantity concerned with accuracy 
and dispatch, which is always a difficult matter when the information 
is recorded from two different sources. In other words it is extremely 
desirable that the stock record itself should be made, as far as possible, 
the primary source of all the information required for the stocktaking, 
and this phase of stocktaking planning is worthy of attention in view of 
its bearing on the value of the work involved and the advantages which 
are obvious from the reference being unified rather than multiplied. 


Obsolescence 

In making the review of the stock it is desirable to obtain a general 
appreciation of the volume of the stocks in each particular storeroom 
or localisation, so that when the final results are available, or when the 
sectional results become available, the general idea as to whether they 
are in accordance with those anticipated can be appreciated. The 
knowledge thus obtained will be found of the greatest advantage in tracing 
discrepancies rapidly, and enable the weak spot to be discovered without 
delay, wide-spread searching, and investigation. 

It is because of the importance from a financial point of view of 
the recognition of the obsolescence of stocks that the Finance Department 
should see that stocks are kept in good condition, that they are “ live ” 
and, if they are not “ live ” that they are eliminated or scrapped before 
the actual stocktaking takes place. It is then possible for the work to 
be reduced to a minimum, superfluous work being eliminated, and, by 
consultation with the responsible executives of other departments of the 
organisation, the over-all knowledge as to the desirability of special 
valuations being made by means of depreciation, etc., can be most 
satisfactorily ensured. This review should embrace every item of the 
company’s property which is classified as “ stocks,” and on the actual 
stocktaking it is important that the executive of the Finance Department 
responsible for the production of the stock values should review again the 
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whole of the stock to see the exact position, and to see that the records 
which have been prepared with the stock information on them are ready 
for the valuation, or alternatively, the records from which the Costs 
Department will extract the information are in order. 


Fix the Responsibility . 

Finally, it is desirable to emphasise the importance of making detailed 
arrangements for the correct recognition of the quantity which is to be 
extracted from the records to be a subject of some special mark, and also 
of all operations bearing the signature of the persons actually performing 
the operation and the checking signature, so that the responsibility 
throughout may be defined. 

It has been previously stated that it is not proposed in this paper 
to deal with the actual physical stocktaking, and therefore it is sufficient 
to say that, in addition to these other duties, the Finance Department 
by a solely personal check (that is, by the picking out of the items at 
random in the various stock groups) should be satisfied that the stock has 
been properly checked within a reasonable time of stocktaking and by 
a final inspection of the stock records, etc., after the stocktaking, be 
satisfied of the accuracy of the work that has been done by external 
departments. 

(To be concluded.) 


Wireless Lounge at Harrods 


HARRODS have shown characteristic enterprise in being the first to establish 
a wireless lounge, a feature which may well become in a short time indispen- 
sable to every big stores. The firm have set aside a lounge adjoining the Library, 
where over forty visitors may sit and chat while “ listening-in ” to the wireless 
messages which arrive from time to time from all parts. An expert in constant 
attendance explains the mysteries of wireless to any inquirers. In America 
“ broadcasting ” has reached such a pitch that almost every little store has its 
wireless receiving set. Those in the closest touch with recent developments believe 
that it will not be long before the wireless “ craze ” assumes similar dimensions 
over here. 
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The Business Man of the Month 


MR. E. S. SHRAPNELL-SMITH 


By ARTHOR S. WADE 
“‘Co-partnership is a better cure for industrial unrest than nationalisation.” 


O thinks of Mr. Shrapnell-Smith as growing really interested 
whenever he sees wheels go round. The joy the poet gets from an 
inspired sonnet he gets from seeing things and men moved about the 
surface of the world on smooth-running and swift vehicles, carrying their 
propelling power within themselves. He is an apostle of motion and of 
progress in the means of road transport. “ Life is motion ” is a general 
doctrine which must please him. Whenever one sees his name in print, 
or hears him speak, the message is sure to be, or so it seems to me, “Get 
a move on—but do so in the best way and be sure you know where you 
are going.” 


The Liverpool Spirit 

There is a reason behind every man’s temperament and development 
if only we could read it. I like to think that the explanation in Mr. 
Shrapnell-Smith’s case is that, born in Liverpool, he has peculiar 
sympathy with the spirit of his native city. For, surely, the central 
fact and feature of Liverpool is traffic. It is a great nexus, a ganglion, 
a thoroughfare of movement of men and materials. Nothing seems 
stationary there, save the buildings. Lorries, carts, taxis, ships’ ferry- 
boats, trains (these over your heads even), like the waters of the glorious 
river, are ever in flux, andone gets an impression that every person 
you meet is either going on a long journey or coming back from one. 
And what more natural than that a boy spending his most impressionable 
years in such surroundings should find the spirit of the thing sinking 
unconsciously into his being and should grow to feel that to carry and 
to be carried by good machines is of supreme consequence ? 

Before he devoted his talents and energies to improving road trans- 
port Mr. Shrapnell-Smith acquired that knowledge of industrial chemistry 
which has so much increased the value of his work in the motor world. 
After leaving Liverpool University College he served an apprenticeship 
to the chemical industry at Widnes, Lancashire, and was for two years 
research chemist for a large works. He was the first investigator to 
prepare crystalline sodium hypochlorite. But a wider career attracted 
him with the coming of mechanically-propelled road vehicles. He 
organised heavy motor trials at Liverpool about 1898, 1899 and 1901 
with success, and was associated with other outstanding events in 
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connection with this then new industrial development, being one of those 
present at the foundation meeting of the Self-Propelled Traffic Association. 
He soon decided to devote all his energies to motor transport work ; 
and as it would take the rest of this.article merely to give a list of the 
things he has done in that field I must leave the subject with the general 
remark that he has been one of the most progressive spirits of motor 
transport. ; 


Organiser and Publicist 

I do not know how to convey an impression of Mr. Shrapnell-Smith’s 
personality better than to say its chief characteristic, as in the machines 
he has been associated with, is smooth-working disciplined energy. He 
is always moving to a definite goal, always well-laden with tasks, and 
always making progress along the road. He has a very catholic spirit 
where work is concerned, being no narrow specialist confined to one 
little field. His war tasks illustrated this; for while his deep acquaint- 
ance with chemistry as applied to the motor industry made him an 
invaluable adviser to the industry and to the Government on motor 
fuels, oils, etc., his expertness in organisation was equally useful while 
he was Chief Economy Officer of H.M. Petroleum Executive. Another 
gift which he possesses is that of getting the public ear. He can make 
people think. That powerful aid has been apparent throughout his 
career. It is largely due to the cogency of style, the habit of keeping 
strictly to the matter in hand, and stripping it of all fluffiness and hazi- 
ness, which he shows in his literary work, and which served him well 
when he edited The Commercial Motor. This ability to keep away from 
side issues and to hold a true course upon the main road—the unique 
way to get and hold public attention—was apparent when he undertook 
to organise and popularise comfort funds and employment for soldiers 
and discharged soldiers connected with men of the motor transport 
and aircraft industries. It came out spectacularly, too, in the work 
he did as Director-General of the London Housing Bonds Campaign. 
When we saw the striking posters and appeals we all felt that housing 
needs were vital. 


The Gift of Co-ordinating Energy 


But one must not forget to stress thé crowning quality which gives 
force to Mr. Shrapnell-Smith’s personality. He is not, in my view, an 
industrial philosopher. I cannot, though I have watched closely his 
career both in the North and in London, think of any new contribution 
he has made to industrial thought in relation to the question of Capital ` 
and Labour. Not that he has not enunciated good ideas upon this sub- 
ject ; but he has not there exhibited the*daring originality and penetra- 
tion which has been conspicuous in his main life’s work. No; the 
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crowning quality of his personality is not to be sought in the realm of 
industrial philosophy. It is to be found in his capacity for dealing 
with actualities and in his co-ordinating energy. This desire to co- 
ordinate shows through all his work. When he says “ Roads and railways 
must exist together and must make progress together, and each be 
utilised to the best advantage,” there you have his gift. It is thegift 
of bringing things to move simultaneously on the lines of progress, 
unhampered by waste or overlapping. When he advocates co-partnership, 
as against nationalisation, when he stresses the need of mutual respect 
between the parties in industry, the same central quality of his mind is 
at work. He makes no suggestions for any readjustments of present 
social divisions, but he shows how the various classes may work together 
for a common advancement. And perhaps that is the only line upon 
which progress is possible. 


A Brief for Brain-W orkers 


Mr. Shrapnell-Smith is still a young man of 47, and with his energy, 
foresight, and powerful position he is an asset to our commerce. He 
is an intense believer in capable direction in industry and has advocated 
the special claims of brains very forcibly. He has expressed the belief 
that brain workers deserve credit and financial bonuses as being the 
men who furnish the opportunity for work to be done. From his own 
career a demonstration of his claim for the brain worker receives practical 
illustration, for he is one of the men who has made two jobs to grow 
where only one, and that a meagre one, could be found before. 


The Gentle Hint 


“I CONSIDER it to be the Business Magazine of the day, and have strongly 
recommended it to my friends in the business world,” writes a well-known 
sales manager, of BUSINESS ORGANISATION AND MANAGEMENT. 

Your friend will be interested in BUSINESS ORGANISATION AND MANAGEMENT. 
We shall be pleased to send him a specimen copy if you will kindly give us his 
name and address. Send the postcard now. 
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“ Tt is an undoubted fact that many firms are at present severely burdened by the staff 
charges of their organisations.” 





Waste in Organisation 
By WOFRED Arnsworrs, A.0.1.8., A.0.W.A. 
What is the point in business organisation when the highest ratio of efficiency 


is reached, and when any further development not only sensibly diminishes the profit 
yield, but hampers and handicaps the enterprise in its primary purpose of production ? 


In other words, when does organisation become merely useless and wasted effort 
and a burden to the business? This delicate problem, which is of profound importance 
to Management, is boldly tackled in this arresting contribution. 





ie is remarkable what a multiplicity of methods have been inaugurated, 
and what varied directions have been exploited, in the attempt to 
eliminate, or at any rate restrict, waste in industry. This term “ waste ” 
in the commercial world has developed a meaning far wider and more 
comprehensive in its scope than any normal interpretation of the word; 
it has grown to signify not merely destruction of matter, or even its 
non-utilisation and inefficiency of application, but applies also to 
human energy, the methods of organisation, and the efficiency of capital 
utilisation. 

To the earnest student grappling with the problem it seems as though 
the elimination of waste and the attainment of efficiency must necessarily 
be synonymous terms. To a considerable extent this is so, and if the 
motives underlying the two purposes were the same it might be entirely 
so. Practice, however, discloses a difference. It is not always that the 
motive underlying efficiency of organisation is elimination of waste; 
it may be completeness, it may be refinement, or even a desire to move 
in accordance with the changing tendency of organisation entirely irre- 
spective of individual manufacturing conditions; and, further, it is not 
always that the practical interpretation of organising methods is consistent 
with the elimination of unnecessary expense. 


Final Test of Efficiency 


To many people it may often have seemed noteworthy that apparently 
old-fashioned and out-of-date firms can emerge successfully from the 
stress of modern competition. Provided the firm’s production keeps 
pace with the searching tests of practice, the apparent inefficiency of its 
commercial routine does not seem to affect prosperity to any considerable 
extent. The reason probably is to be found in the keen hold on the reins 
of economy and the concentrated energy which may lie behind simple 
practice, but, explanation apart, it must be conceded that the final test 
of efficiency is the test of survival, and if a factory or a commercial 
organisation stands steady in the face ef strong outside competition, 
that factory must be deemed to be successfully and normally efficient. 
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In facing, therefore, the facts of industry as they stand, we are before 
a problem of increasing interest and importance. We have on the one 
hand the old type of industrial concern with its lack of organisation and 
its low overhead charges ; on the other, the highly organised and specialised 
concern with a high ratio of overhead rates which it should more than 
meet by the inherent economies effected by its organisation. That the 
old should be enabled to compete with the new presents the practical 
aspect of a problem that, in theory at any rate, should be inconceivable, 
and discloses a leakage of practical efficiency on the part of what we now 
call organisation which calls for analysis and investigation. 


Crux of the Problem 


Is it possible, is it reasonable, to consider that modern organisation 
may have over-developed itself, that the changing of conditions may have 
changed the extent and degree to which specialisation can successfully 
be carried, that there has appeared some break in its practical develop- 
ment, some bar which the human factor itself may have caused and be 
still causing? Is it reasonable to believe that the economies which 
organisation may effect are themselves offset by fluctuating circumstances 
acting upon the cost of carrying them through, that the expense of highly 
developed accounting and costing systems, the change over to the 
specialist executive functions of planning and progression is outside all 
proportion to productive return ? 

Modern works organisation is a vastly different thing from its counter- 
part of twenty years ago. Planning and progressing as we regard them 
to-day were absent, stores routine was in a comparatively elementary 
stage, costing was rarely interlocking with the financial books, nor had 
it reached in other directions its present remarkable development. To 
change over to a new organisation, to increase staff expense, there must 
therefore have been offered some inducement, some motive, for the change, 
and that motive must have been reduction of cost. There are few men 
of practical acquaintance with modern organisation who will deny its 
supreme possibilities over the older methods, yet, on the other hand, 
there are few who have found themselves in the whirlpools of advanced 
and involved system who will deny the serious possibilities in the over- 
developing of a system well beyond its practical range of efficiency. 

Organisation was evolved to meet the specialising tendency of indus- 
trial conditions, to link the workman to a contract, and records to the 
counting-house. In its later development it has gone further. Instead 
of passively following its natural tendency it has impelled it by adopting, 
in one form or another, as a principle of administrative and executive 
organisation, the functional nature of supervision and management as 
disclosed by the specialist actjvities of production, planning, and pro- 
gressing. The natural result of such a policy is to concentrate in staff 
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hands work that previously was left to the discretion of the departmental 
managers, foremen, and even workmen, with the possibility of effecting 
considerable economies in the works by so doing. 


The Maximum Efficiency Point 


That such economies have been made is an undoubted fact. The wide 
adoption of the principle in the engineering trade must surely be some 
justification for its practice, yet in the developing of all organisation a 
point presents itself where the highest ratio of efficiency is reached, 
where any development beyond represents not merely a nullity of effective 
profit yield but a gradual encroachment on the advantages previously 
attained, and it is as a guide to the attainment of that point of efficiency, 
a point that is so often overstepped, that the writer offers this examination 
of the problem. 

Modern organisation means a higher ratio of overhead charges. 
This higher ratio should imply no effective addition to cost, it may arise 
in the first place from the transfer of expense from direct to overhead, 
in the second from the decreasing direct cost due to effective economies 
made by the new scheme. We are, however, in the inflation of overhead 
charges immediately face to face with a financial disadvantage. The 
inauguration of a specialised department, with its need for a personnel 
of higher training and particular local knowledge, means that it represents 
a cost which is likely to remain fairly constant irrespective of the volume 
of production passing through the shops, that is, in times of industrial 
depression, the capacity of a firm to emerge successfully will be retarded 
to the proportionate extent of its higher standing charges or burden. 


Heavy Burden of Staff Charges 


It is an undoubted fact that many firms are at present severely 
burdened by the staff charges of their organisations. Depression, to the 
extent we have known it in the last eighteen months, has served to throw 
this danger into full relief, and, although the present condition of industry 
cannot be regarded as other than exceptional, it is clear that under 
certain circumstances this burden must limit organising development. 
We are forced, therefore, to the conclusion that any considerable develop- 
ment or introduction of organisation may be bad for the firm whose trade 
is of a seasonal or fluctuating nature, for the newly established concern 
which has yet to make its mark and whose record of production activity 
is not reasonably assured, or for the small factory whose volume of work 
hardly offers what may be termed “ full time scope ” for the introduction 
of functional departments or elaborate organisation. 

Passing on, as the natural trend of such a reasoning, it seems as 
though the ideal conditions, from a finaneial point of view any way, for 
the establishment of highly developed organisation, will be met with in 
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the large, well-established concerns which offer at the same time a con- 
siderable amount of stability both from a production and financial 
standpoint, and, owing to the number of staff and workpeople employed, 
opportunity and scope for the practical specialisation of duties. In 
considering this, it has also to be borne in mind that as the size of an 
industrial concern increases, what may be termed “ organising aid” 
becomes more and more a sheer necessity to enable the directing heads 
of the business to keep in live touch with the activities of the various 
departments. In other words, such a concern stands in a position where 
its essential organisation represents a ready basis for the establishment 
of the latest methods, and, in consequence, should yield the highest 
results at the lowest comparative cost. 

The answer to the problem why the highest efficiency is rarely attained 
has to be sought in two main directions: firstly, the capabilities and the 
relationship of the human factor in organisation; secondly, the point 
where further advancement cannot be justified on the ground of expense 
incurred in relation to saving effected. 


Production Efficiency from Cost Standpoint 

To take the first, it has yet to be fully realised what a wealth of 
experience and training is essential to the proper carrying out of an 
efficient scheme. The problem is complicated by the fact that it is so 
difficult to ascertain the difference between medium and full efficiency, 
or, perhaps, to visualise an ideal, so far as organisation is concerned. 
Production is a matter that can be tested in accordance with recognised 
practice, routine is a matter whose efficiency can be gauged by smoothness 
of working, but it is only in a time of depression, when costs cannot be 
passed on easily to the consumer, that the efficiency of production and 
routine from the standpoint of total cost comes fully into the searchlight 
of criticism. 


Over-elaboration of ‘Records 
The relationship of the human factor to organisation is entirely 
a different matter, and it may be stated that the baffling, depressing 
effect of over-organisation on the staff is an important factor in reducing 
efficiency. Records must be regarded as essential, the nature of com- 
mercial work being such that a history of transactions and activities 
must be compiled and retained, but in the over-elaboration of records 
lies a serious problem, for, from the human standpoint, apart from the 
time lost and labour spent in elaborate compilation, it tends towards a 
diffusion of energy and a lack of directness which may render great 
harm to a business. Simplicity facilitates concentration, alike on the 
part of the workman, foreman, and manager, and concentration means 
better production, more directness of effort, and less wasted time in 
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following the dictates of system. At the same time one has to realise 
the supreme importance of records of some kind or another. The nature 
of our larger factories, at any rate, is such that statistics alone can bring 
the activities of the firm to their proper perspective, and true and accurate 
costings alone can give the vital information necessary to the elimination 
of waste. We find the problem beginning, therefore, to crystallise. 
On the one hand, we have the importance on the human mind of sim- 
plicity, on the other, the sheer necessity of meeting changing conditions 
by the introduction of routine schemes more or less complicated according 
to the size and nature of the factory. 


The Crucial Point in Costing 


That brings us to the second of the two directions we are exploring, 
what is the point where further advancement cannot be justified. We 
are approaching now difficult and hazardous ground. It is impossible 
to lay down any settled guidance or conditions. Industry differs so widely 
and the methods of production are so varied that thé actual point can 
only be decided in the light of practical and local experience. There is, 
however, the one great principle to apply to this question: Are the 
economies that will be effected, or likely to be effected, worth, in view 
of all circumstances, the expense of ascertaining any necessary informa- 
tion. These circumstances are, of course, what have previously been 
laid down in this article, and briefly summarised they are as follows— 

(1) Are manufacturing conditions such that an increased overhead 
charge can safely be carried ? 

(2) Can an increase of system be justified in view of the fact that 
beyond a certain point it encroaches on valuable staff time, produces 
pressure, and tends in consequence to blunt the driving force of individuals ? 


Application to Store-keeping 


It may now be of advantage to attack, as illustrative, certain schemes 
of organisation which conditions may turn from useful and vital to onerous 
and expensive. Storekeeping, especially in relation to costing, is the 
first of these. 

Modern methods of storekeeping are far removed from the old- 
fashioned systems. The elaboration of costs is no doubt largely respon- 
sible for this ; in Britain, at any rate, much more so than the influence 

‘of Taylor’s Principles of Scientific Management. From the rough handing 
of stores to the shops, possibly their unfettered appropriation, there has 
arisen an orderly accounting system, facilitating the costing and tracking 
of issues, and last, but certainly not least, the introduction of perpetual 
stock scrutiny methods. 

The general success of system in this connection has served to conceal 
undoubted waste in detail. Stores may be divided generally into two 
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main classes, firstly, those required for production or any special direct 
charge; secondly, those required for an expense or other general charge. 
- From a costing point of view, the importance of ascertaining exact cost 
of issues is much greater in the first class than it is in the second, the reason 
being that the cost of the second class is usually allocated through a 
general overhead rate, the requisite information thus being not the 
individual cost of such issues, but the total cost split up into departmental 
or production centres as may be called for by the particular system of 
overhead allocation in force. Regarding these facts from a more practical 
point of view, we find that under ordinary circumstances a mass of smaller 
issues involving an increase of clerical work may compose, or be included 
in, the second of these classes, and we consequently approach a position 
where it is possible to effect a considerable cut in the pricing of issues. 
The procedure is to classify, in the light of actual experience, the particular 
items of stores which it is considered incur more clerical expense than 
can be justified by any prospective saving to be effected, the guiding lines 
being the small individual issues and their relatively small cost. In 
substitution for this individual recording, general control may be instituted, 
that is, the total purchases of these particular items over a set period 
of time is brought into review to ascertain if there is any considerable 
rise in value which may imply waste, and, to meet the requirements of 
the costs, an estimated expense based on these purchases is passed 
through as an overhead charge. 

It cannot be disputed that this matter calls for considerable apprecia- 
tion and a practical understanding of the problem. It has never been 
the intention of the writer to look at this question of organisation from 
any other standpoint. The often accepted view that the principles 
of organisation can be accurately and scientifically applied without 
training and experience of practical conditions is veiy often the root 
cause of a reckless application, which is followed by a thorough disgust 
with “ modern methods.” 


Examples of Over-elaboration 

The production engineer is not altogether free from blame in this 
matter of elaboration. Information in very exact detail is often demanded 
from the costs office which particular manufacturing conditions may 
render quite superfluous. In one instance the writer knows of a case 
where an involved system of tracking the issues of drills to the shops, 
breakages on each particular job, and the return to stores had to be 
inaugurated. The average breakages per month amounted to nearly 
£10, the clerical cost involved in pricing and tracking, apart from store- 
keeping, being £5. It was pointed out that the breakage of a particular 
drill on a particular job did not necessarily happen as the result of that 
job, that in any case the scope for saving was relatively paltry and already 

314 








Waste in Organtsation 





overshadowed by its clerical cost, but the compilation of this information 
was remonstrated against in vain. A further case arose in the matter of 
repairs to tools used in mass production. Here again it was pointed 
out that individual costs were useless from the costing point of view, 
that their separate collection and scheduling increased clerical work 
and involved the system, and further that the study by the production 
department of the individual times shown on the repair cards provided 
a medium of comparison far more ideal than prices, but still with no 
effective result. 


A Neglected Economy 


It seems remarkable, in view of the widespread attention that has 
been given to time study, that the specialist and the management often 
prefer to load the costs office with the extraction of individual amounts. 
In the proper understanding of times, an appreciation of the fact that 
a reduction in times must necessarily mean a reduction in costs, and that 
taken in conjunction with classes of labour and direct circumstances 
they offer a medium quite as efficient as prices—in many cases even more 
efficient—and in view of the comparative simplicity of their collection, 
it is with some disappointment that one finds very many technical men 
failing to realise their utility and the opportunity they offer of cutting 
away costly over-elaboration. 


Oncost Allocation Refinements Criticised 


The same remarks apply equally to the methods of expense allocation 
and distribution, although here possibly the cost accountant is the man 
essentially to blame. Methods of expense distribution have reached an 
advanced stage of development, one indeed that was much needed and, 
under certain conditions, extremely praiseworthy. What, however, 
are those conditions? The writer submits that refinement of oncost 
allocation is considerably less important under certain manufacturing 
conditions than others, that what may be termed its stage of design 
must depend not entirely on the detailed nature of allocation possible 
or the practicability of allotting oncost to the smallest production centre 
but on the requirements of production from the standpoint of estimates, 
costs, and management inquiry, any advance over these requirements 
representing waste. l 

In the designing of allocation schemes these factors have often been 
disregarded, but their effect may be shown in considering the output of 
two factories, one engaged in miscellaneous work, the other on repetition 
production. In the first case we have a call for the localisation of all 
charges as near as possible to the production centre involved in order 
that costs may be accurately compiled, eagh varied process made to bear 
its due proportion of charges, and the cost of each separate and distinct 
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product thus ascertained. In the second case we have a factory whose 
production passes through the same sequence of operations, with the 
result that there is no necessity to allocate oncost tozsmall production 
centres, although on the grounds of efficiency of control it is desirable 
to require its allocation to departments or processes. The practical 
result may be seen in the almost imperative need in the first case for 
the adoption of machine-hour rates, whilst allocation of oncost according 
to direct wages may be entirely satisfactory in the second. 

Enough has probably been said to show the great depth of factory 
organisation. There is undoubtedly a reaction in the commercial world 
against the systematiser, a reaction that in many cases is justifiable, 
but, in the swing of the pendulum, there is always the possibility of it 
being too severe. It is easy enough to cry “ Make the system fit the 
factory,” but making a system fit consists not in the stringing together 
of routine forms, not in the elaboration of charts, not following the lead 
of someone else, but in the study of practice, the study of theory, and 
the consequent attainment of that wealth of experience which lies behind 
successful work. 

* * * 


The Efficiency Exhibition at Birmingham 


HE Industrial and Commercial Efficiency Exhibition, promoted by the 

Birmingham Chamber of Commerce, with the support of the chambers of other 
important neighbouring towns, opened on Thursday, 25th May, and continued 
until Saturday, 3rd June. An outstanding feature of the aids to office efficiency 
on show was the display of the “ Costmeter Visible Post Index ” on Boots’ Systems 
Department stand. Although the idea of the Visible Index is now so well known 
that it may hardly be characterised as new, anything innovatory in the mechanical 
means of filing cards on a Visible Index plan should receive its fair measure of 
comment. Boots’ “ Costmeter ” strikes quite a new note in this respect. The cards 
are secured to metal bars fitted into panels ; they swivel over, and present a perfectly 
flat opening and writing surface on reference. Moreover, the mechanical housing 
device involved ensures that, since the card is folded, twice the apparent size of 
the card is available for recording purposes, and further, since as many as four 
cards may be inserted on one rod, expansion to four times the original capacity 
of the panels is afforded without appreciably increasing the bulk or the instalation 
of further outfits. The ‘‘Costmeter” appears to be an important step towards 
perfection in recording media. 

Another exhibit of undoubted interest to office managers, secretaries, and 
accountants was the ‘ Calendometer,” of the Calendometer Co., a device which 
was fully described in our last month’s issue. .. 

A new form of duplicating appliance also calls for some mention. This is 
the “ Opalograph,” of the British Opalograph Co., Ltd. It is an adaptation of 
the principle of the lithographic stone, the “‘ stone ” in this case being a specially 
prepared opal glass plate, on to which the original handwritten or typewritten copy 
or sketch is transferred. Its durability is obvious and any number of copies may 
be “run off” in exact facsimile of the original. 

An interesting feature of the Exhibition consisted of daily lectures by well- 
known business men on such themes as ‘‘Salesmanship and Sales Management,” 
“ How to Help the Retailer Sell a Proprietary Article,” etc. “X. Y.Z” 
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A useful summary of the important provisional draft proposals which have just been 
issued by the Home Office, and which demand the very careful examination of employers. 





Workmen’s Compensation 
New Proposals by the Home Office 


p the June issue of this magazine it was suggested that new legislation 
was imminent with respect to the question of Workmen’s Compensa- 
tion. The Home Office has now published provisional draft proposals 
on this subject. It would appear that the drawing up of these draft 
proposals have to some extent followed the recommendations of the 
Holman-Gregory Departmental Committee, which was appointed to 
consider the question of compensation to workmen injured whilst following 
their employment. However, it is satisfactory to note that the financial 
recommendations of that report have been considerably modified. This 
was only to be expected, as the Committee sat at a time when wages 
were exceedingly high and before industry generally had commenced 
to find its post-war economic level. 


A Welcome Relief to Industry 


In the draft proposals it is suggested that the War Additions Acts of 
1917 and 1919 should be repealed. In the cases of accidents resulting 
in total incapacity these War Additions Acts demand a weekly payment 
to the injured workman of 874 per cent of his pre-accident average 
weekly earnings with a maximum weekly payment of 35s. The original 
1906 Act provided for a payment of 50 per cent of the average pre- 
accident weekly earnings with a maximum weekly payment of £1. The 
present draft proposals suggest the reversion to a weekly payment of 
50 per cent of the pre-accident average weekly earnings of the workman 
but with an increased maximum weekly payment of £2. When passed, 
the War Additions Acts of 1917 and 1919 were to be in operation only 
for a period of six months after the war; why they still remain in force 
‘ it is hard to understand. With the cost of living down to its present 
level there is no valid reason for burdening industry with their con- 
tinuance. Their repeal will be a welcome relief to industry generally 
. and to the coal industry particularly, where accidents are more numerous 
and frequent than in any other calling. It has been estimated that the 
continuance of the War Additions Acts is costing the coal industry 
£200,000 per month. 

Under the Workmen’s Compensation Act as at present operating, 
if the incapacity lasts less than two weeks no compensation payment 
is payable for the first week. As a result of this clause it has been found 
that the most trivial of accidents (frém which the workman might 
otherwise recover in a few days) invariably result in the incapacity 
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lasting exactly two weeks in order that the payment for the first week 
may not be missed. The draft proposals suggest the payment of com- 
pensation for every day of incapacity after the first three days. The 
adoption of this recommendation would remove an incentive to 
malingering on the part of the injured workman. In cases of fatal 
accidents it is suggested that the present maximum payment of £300 
be increased in cases where the deceased leaves children under 15 years 
of age to a maximum payment of £500. The Act at present allows 
certain lump sum agreements discharging liability under the Act to be 
registered at Court without the Court having any power to consider 
the adequacy of the amount received by the workman. It is now 
suggested that the registration of alt lump sum agreements should be 
subject to the Court having power to consider the adequacy of the 
amount as well as the legality of the agreement. In cases of dispute on 
medical grounds the present Act provides that if both parties apply to 
the Court the matter may be referred to the Medical Referee and his 
decision accepted as final. The suggested change on this point is that 
the application of one party only will be sufficient to empower an appeal 
to the decision of the Medical Referee. 

It is anticipated that the draft proposals, as outlined above, may be 
embodied in a bill to be introduced shortly, and that the new regulations 
would then come into immediate effect as soon as the bill is passed. 


| sd # 


Employer's Appeal to Labour 


T the present time far too much prominence is given to the points in dispute 

` between employer and employed. A difference of opinion occurs. A dispute 
follows. A strike or lockout is the almost inevitable result. Then, when savings 
are exhausted, tempers frayed, and trade lost which may never be regained, dis- . 
cussion takes place at a round table conference, and both sides return to work 
poorer in every way than when the dispute originated. 

Why cannot we have the frank discussion first, instead of last? Why cannot 
we have a sensible system of balloting before which no stoppage may take place? 
Why cannot we have secret ballots to insure that the opinion of the men who matter 
shall be heard ? 

If Labour will take its courage in both hands, ignore the “ wild men ” who seek 
to overturn the system of society under which we live, and meet the employer 
fairly in a desire to get trade going again, we shall succeed. In certain industries 
this has already been done, and the result is fullemployment. If Labour refuses, 
and insists on imputing motives which do not exist, we shall travel from-bad to 
worse, and Great Britain will lose its proud place in the forefront of the industrial 
nations of the world.—Mr. J. C. Gould, M.P., in the “ Financial News.” 
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“For every duty performed by a cashier in dealing with cash there ts a parallel in the 
duties of a storekeeper in the handling of materials.” 


Costing and Management Efficiency 


By D. B. CLAREÐ 
Associate of the Institute of Cost and Works Accountants 


The Influence of Working Conditions upon Costing Results 


The writer emphasises that the foundations of an efficient Costing System must 
be ‘‘ well and truly laid ’’ in the works, and that until a technical expert has made 
a thorough preliminary investigation into the methods of production, it is useless 
to call in a professional accountant to prepare a system of Cost Accounts. The 


most important channels of investigation, with a view to economy in production, 
are also indicated. 





M? COLESWORTHY in a recent article gave some cogent reasons 
for the failure of some costing systems to realise expectations, 
and it is not the intention of this article to further labour these points, 
but to show in somewhat fuller detail how the success or failure of the 
costing system may depend upon conditions beyond the control of the 
cost department. 

In the past, costing has been looked upon as purely a matter of 
accountancy ; and its chief experts and exponents have been professional 
accountants. On inaugurating a system of costing, the usual procedure 
was to “ begin at the end,” ie. a form of trading account suitable to 
the particular business was first drawn up; next, the various subsidiary 
books from which the trading account was to be compiled, and finally 
the forms required in the works. This is the course recommended in a 
number of books on costing by professional accountants. 

The system, of course, provided for the compilation of job costs, 
but the collection of information for the financial accounts is looked upon 
as the most important object. 


A Main Cause of Costing Failure 


The undue prominence given to the accountancy side of costing is, 
in the writer’s opinion, an important reason for its failure, in many 
cases, to provide the information expected from it. 

The principal object of costing is to assist production, and in order 
to succeed in this purpose it must be planned by a technical expert 
thoroughly familiar with the industry concerned, the first step being 
an investigation into the methods under which the business is carried on. 

If the costing system is to have a fair prospect of success, it is abso- 
lutely essential that an efficient system of management throughout the 
business be put into operation, and only a technical expert with inside 
knowledge can point the way to this. Efficient management and accurate 
costing are inseparable. The one cannot exist without the other. 
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Without proper control and “ system ” at every stage of production 
accurate information will be unobtainable; and without accurate 
information no costing system can be of any real value. 

Now, no professional accountant can possibly acquire, in addition 
to his professional knowledge, a technical familiarity with every trade 
and industry, much less of every particular business to whom he may 
act as auditor, and to expect him to inaugurate an efficient system of 
costing without preparing the foundations upon which it is to be built 
is to handicap him from the very beginning. 

The cost department, in the course of its duties, will require from 
the works information as to— 

(1) Materials issued (or purchased for special jobs), and returns to 
stores of materials issued but not used. 

(2) Wages paid, and records of work done. 

(3) Expenses incurred in running the business. 

If this information is to be of any use it must be accurate, and 
therefore the first essential of a costing system is an investigation into 
the manner in which this information-is to be obtained and how far the 
present methods will provide it. 


Prime Importance of Efficient Storekeeping 

The cost department is not concerned with materials until they are 
issued from store for productive or maintenance purposes, but it is use- 
less to consider only the issue side while ignoring the receipts side, and 
the whole storekeeping system must be investigated. 

Here it may be useful to state the object of having a stores and a 
“ system ” therewith. The object, again, is “to assist production,” 
firstly, by ensuring that supplies of material are always on hand ; 
secondly, to enable those supplies to be found when wanted ; and, thirdly, 
to ensure that their use is properly controlled. 

Can it be said that these conditions are invariably fulfilled? It is 
to be feared that, in parliamentary language, “ the answer is in the 
negative,” particularly in regard to the exercise of proper control. 

It is surprising how many firms are content to tolerate a slack system 
of storekeeping. To thoroughly appreciate the necessity for an efficient 
system it is necessary to emphasise the fact that the materials in stock 
from time to time are nothing more or less than a portion of the firm’s 
“ Working Capital,” and the stores are the bank in which that capital is 
deposited on “ Current Account,” and from which ‘ Withdrawals ” and 
“ Payings-in ” are constantly taking place. 


A Pointed Analogy 


How long would a firm maintain an account with a bank which failed 
to keep correct account of, and proper control over, the cash deposited 
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with it; or, to come nearer home, how long would they retain in their 
service a cashier who could not, at any time, account for the whole of the 
money passing through his hands ? 

Yet that same firm would never dream of expecting so much from 
their storekeeping staff, although the money value of stock will always 
be many times in excess of “ cash in hand.” 

For every duty performed by a cashier in dealing with cash there 
is a parallel in the duties of a storekeeper in the handling of materials, 
but what a difference in their respective positions |! 

The one is a well-paid and highly-trusted official ; the other is usually 
drawn from the labouring class, and no effort is made to educate him 
to'the responsibilities of his position. He is a workman, and looks 
at things from the workman’s point of view, whereas he should be 
an official, acting in the firm’s interest and looking at things from the 
firm’s point of view. 

It is not the purpose of this article to give in full the details of a 
system of storekeeping. These will necessarily vary with the individual 
case. What it is desired to bring out is the necessity of such a system 
for costing purposes. Very often the cost department is not in any 
way concerned with the stores and has no control over it, while at the 
same time dependent upon it for information as to the issues of material. 
If, therefore, the storekeeping is unsatisfactory, the cost department 
will fail to obtain accurate information, and the value of its work will 
be seriously affected. 


Labour Cost Details 

The next question to consider is “ Labour Cost.” In this connec- 
tion there will, of course, be no difficulty in ascertaining the total wages 
paid individually and departmentally, and the accuracy of this infor- 
mation will not be in question, as both employer and employed have a 
personal interest in seeing that the figures are correct. The employer 
is not anxious to overpay the workpeople, and they in turn will take 
care that they are not underpaid. 

The-cost department, however, wants to know not only the amounts 
paid, but how the amounts are earned. In this the worker, who is 
expected to provide the necessary information, has #o personal interest. 
If he is on a system of payment by results, he will have no scruples 
about sacrificing the accuracy of his time records if by so doing he can 
increase his earnings ; while the day worker, knowing that it will make 
no difference to his earnings, will not trouble himself ‘to give more 
information than compelled. 

To obtain accurate time records it is therefore necessary that the 
workers must be under such supervision as will ensure their time records 
being checked by some responsible person in a position to vouch for 


their accuracy. 
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The most satisfactory manner of doing this is by means of an efficient 
system of production. The work must be planned out, and must pro- 
ceed from raw material to finished article in such a manner that at 
every stage responsible officials are in a position to know what is being 
done and who is doing it. 

With all this, of course, the cost department is not directly con- 
cerned, but again it is, eventually, dependent upon such system for the 
information required as to the time spent on the different jobs and for 
the accuracy of such information. 


Costing and Efficient Work Planning 


The costing may be of considerable value in connection with an 
efficient system of “ work planning ” by making comparisons between 
the different methods of performing a particular piece of work ‘in order 
that the best and cheapest process may be found, but to do this, the 
conditions under which the work is performed must be known and as 
far as possible standardised. This cannot be done without “ system ” 
and efficient management. 

This matter has received a good deal of attention from technical 
men during the last few years, and in many works, particularly those 
laid out for “ mass production” and “ repetition work,” the system 
leaves nothing to be desired from either the “ productive” or the 
“ costing ” point of view. There are, however, still plenty of concerns 
whose methods have changed little from those in practice ten or even 
twenty years ago. 

Such establishments are usually engaged upon work of a varied 
character, no two jobs being precisely alike, and it is these concerns who 
not only require accurate costs but are badly adapted for obtaining 
them. 

The duties of the foremen are frequently quite undefined. Their 
time is taken up with a multitude of petty matters which it does not 
happen to be anybody else’s duty to deal with. As a result they have 
no time to exercise proper supervision over the workpeople, who are 
left to do pretty well as they please ; so long as they are doing something, 
nobody troubles to inquire what they are doing or how long they have 
been doing it. 

Under these conditions the foremen are not in a position to vouch 
for the accuracy of the time records compiled by the workers; many 
of the workers will not trouble to make up their time records until the 
last moment, relying upon their memory to enable them to doso. This 
will militate against accuracy, as many small jobs will be forgotten ; 
while the large ones, which, owing to their importance are easily 
recollected, will be overstated? ` 

Probably there will be no system of inspecting work as it proceeds, 
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and, as a result, time wasted on defective and scrapped material will 
not come to light, and will cause misleading figures to reach the cost 
department. 

Other instances might be given, but perhaps enough has been written 
to make clear the effect of working conditions upon the accuracy of the 
costing results. 

With regard to “ unproductive labour,” which, as a rule, does not 
account for its time, it is most desirable that a close investigation be 
made into this item of expense. It will frequently be found that a con- 
siderable saving may be effected by introducing more efficient control 
over this class of labour, and the cost department should compile records 
showing how this expense item is made up, and any abnormal variation 
in the figures should be inquired into. 


? 


Investigate Your ‘‘ Oncost” 

Finally, we have the question of “ oncost,” e.g. all those expenses 
incurred in running the business generally, and which cannot be allocated 
direct to any particular job. 

This is probably the most important, and, at the same time, most 
neglected, field for investigation. As a general tule, no attempt is made 
to compile detailed statements of every item of expense; it is con- 
sidered sufficient to obtain a total sum annually, and its relation to 
direct wages being expressed as a percentage, a sum is debited against 
each cost account to cover the proportion of “ oncost”’ incurred. Pro- 
vided the prime cost (i.e. direct labour and materials) is accurate, the 
“ oncost ” figure is not considered to be of much importance. 

This is a grave mistake. It is frequently in this direction more 
than any other that considerable saving can be effected by efficient 
management, and the cost department by means of detailed statements 
should keep these expenses under close surveillance. 

Some of the points which should receive attention are— 

PowER. Where a number of machines are connected to one motor, 
considerable waste of power may take place if the motor is allowed to 
run on less than its full load, or when the motors are left running at 
a time when all machines are stopped. 

TRANSPORT. An endeavour should be made to see that lorries 
delivering goods to customers are not allowed to return empty if they 
can be utilised to pick up materials on order from local suppliers. 

Toors. The issue of tools must be carefully controlled. Many 
valuable tools are so small that they can easily be concealed about 
the person. 

No doubt it will be urged that the foregoing are obvious means of 
saving expense independently of a costing system; but it is desired to 
point out that it is useless to require the cost department to compile 
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records showing the total of each expense item unless a preliminary 
investigation has enabled an estimate to be made of what is a reasonable 
figure for each head of expense, so that any increase can be inquired 
into. 

To sum up, it will be seen from the foregoing that there is a con- 
siderable amount of “ spade work ” to be done before a costing system 
can be installed with a reasonable hope of fulfilling its purpose. 

The foundations must be ‘ well and truly laid ” sm the works, and 
only a technical expert can do this. 

Only after his investigation has been made, and the working con- 
ditions reorganised on lines which may be relied upon to give accurate 
information, should the professional accountant be called in to advise 
upon the arrangement of the accounts; and the sooner this fact is 
realised and acted upon, the sooner will costing cease to receive criticism 
under conditions for which it is not responsible. 


The Enigma of Germany 


HO will read the amazing riddle of Germany? It is puzzling 

the brains of economic students the world over. Guglielmo 
Ferrero, the famous Italian historian, makes this all-absorbing riddle 
the theme of a remarkable article in the Century. He says— 


There is one question at which Europe always, as the phrase goes, ‘ loses its 
Latin ” : is Germany rich or is Germany poor? Is she an Eldorado or a bankrupt 
enterprise ? 

What, in fact, is she doing? She is building up a fabric of industrial pros- 
perity with the ruin of the state as its corner-stone. She is building up a huge system 
of ‘‘dumping,” throwing losses back upon the Government. In France and in 
England people can’t understand how German industry can be so prosperous when 
the state seems not to have a cent to its name; and they attribute this penury of 
public finance to some Machiavellian recourse of that Teutonic astuteness which 
Tacitus pointed to as fundamental in German character. 

Europe is witnessing a sort of resurrection on the part of Germany that plays 
havoc with the laws of reason, just as it snaps its fingers at the laws of justice. Her 
recovery proceeds from a ruinous defeat in war and a still more disastrous revolution ; 
and, strangest of all, her progress is commensurate with the disintegration of the 
German state. It has been a favourite pastime of mine to point out the whirl of 
paradox in which the Great War, itself a paradox, involved us from the beginning. 
But what is taking place in Germany is the super-paradox, the last, the deepest, 
the most baffling of all incoherent things. It is something that hangs like a night- 
mare over the sleep of other nations, and bewilders the remnant of good sense that 
European intelligence still preserves. 

Who can tell where this wild German experiment is going to end? What 
will be the consequences of this mad economic orgy of an intelligent, tireless, 
determined people, with no mental balance of its own, however, and girt about 
with hatreds in a world exhausted, bewildered, and at its wits’ end ? 
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This thoughtful article focuses attention on the great possibilities offered by the 
scientific study of a business, and indicates the main lines of procedure. 


The Business Research Department 


By A. Luster Boppinerton, F.S.S., F.R.Econ.S. 
Author of ‘' Statistics and Their Application to Commerce,” 
“The Principles of Business Finance,” eto. 


_ The Business Research Department should form an essential part of the organisa- 
tion of big firms. Its functions and objects, as outlined here by a well-known 
commercial statistician, differ materially from those of the Experimental Research 


Department, but are equally important to the management. He recommends that 
the needs of small businesses in this connection should be met by Employers’ 
Associations. 





p the last decade much progress has been made in the methods 
of conducting business, progress which the war retarded in some 
directions and developed in others, but this progress has been chiefly 
on the side of production rather than that of administration, and conse- 
quently there is to-day a tendency for the attention given to trade and 
commerce to be of a one-sided nature, instead of developing the whole 
in its proper proportions. 


Profit Earning Possibilities Amply Demonstrated 
Manufacturers and producers have long since recognised the necessity 
for improved methods in the factory and workshop, and many useful 
inventions have been developed by the desire to produce better goods 
more quickly and at a lower cost. The war saw a careful study made of 
commodities, and the provision of substitutes for those which were 
either unobtainable or scarce, and to-day as a consequence many large 
industries maintain Research and Experimental Departments controlled 
by trained and expert experimenters and research workers. The dyeing, 
chemical, and metallurgic industries are good examples of expansion 
resulting from such a policy. The electrical equipment manufacturers 
spend large sums of money in improving the machinery and equipment 
which they produce, and the public benefit by better commodities and 
greater reliability in those on the market. This has been particularly 
noticeable in the development of the electric lamp. The internal com- 
bustion engine of to-day is a reliable unit in the transport world as a 
result of constant research work, while air transport is an established 
factor as a consequence of the experimental work of aviation pioneers 
such as the brothers Wright, Cody, Count Zeppelin, and others. The 
experiments and researches of Marconi, Edison, and other scientists 
have made the world richer in means of communication, etc., and provided 
ways of utilising capital profitably, as well as opening out great possi- 
bilities in other directions. The efficiency of the typewriter, calculating 
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machines, cash registers, and other mechanical aids to business is due 
to the constant efforts to overcome difficulties and increase the service 
to be obtained from them.. All these are sound business propositions 
resulting in the profitable employment of capital, and this result is due 
to the untiring and never ceasing efforts of the research workers. 
Industrial research is to-day an established factor in manufacturing, 
its utility is recognised, and its profit-earning possibilities demonstrated 
to the world. 


Co-ordination of Selling and Producing Sides 

Many of the greatest inventions of the age are due to the desire to 
supply such wants as have been discovered to exist. In other, words, 
the research and experimental work has been undertaken as a conse- 
quence of an inquiry into the needs of the public, and the most successful 
business is one which supplies the requirements of the general public, but 
it must be borne in mind that the mere production of an article is of no 
use unless the public know of its existence, and where and how they may 
obtain it. To place an article upon the market, even when its utility 
is beyond question, calls for the exercise of much skill and the expendi- 
ture of considerable sums of money. It is therefore becoming increasingly 
recognised that the selling side of the business needs as careful organisa- 
tion as does the producing side. The present tendency, however, is 
to treat each of these two departments as a separate entity, whereas 
they are interlocked and dependent upon each other to such a degree 
that both must be considered at one and the same time, and the effects 
of changes in either upon the other studied. If the selling side is better 
` organised than the producing side of the business, the sales will tend to 
exceed the productive capacity, and the reputation and results of the 
business suffer through delay in deliveries ; while if too much attention 
is given to the production, over-production may result and heavy stocks 
accumulate. The former is certainly the lesser of the two evils, for the 
latter must ultimately lead to financial stringency, and frequently to the 
appointment of a receiver. 

The production and the sale of the commodity handled, though of 
primary importance, are not, however, the only factors in a business 
which need to be considered. There is also the financial aspect to be 
remembered, and unless this has also received due attention the other 
factors may be materially handicapped. It is therefore of great import- 
ance that the whole of the factors be co-ordinated in order that each 
may receive its due consideration, as by so doing the welfare of the 
business as a whole will be ensured. The financial resources will then 
be utilised to the full, production and sales will receive their full quota 
of attention, and the various interests will be reconciled, thus ensuring 
the smooth working of the business machine, the ability to finance all 
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operations adequately, the provision for contingencies, the meeting of 
- all competition from other manufacturers, the safeguarding against loss, 
the elimination of waste, the utilisation of the plant to its full capacity, 
and the earning of profits. 


Need for the Business Research Department 


Many manufacturers are content if their sales equal their production, 
and many traders content when their turnover shows an increase, but 
possibly neither is making as much profit as would be possible were the 
business administered upon a scientific footing. It is a very difficult 
matter for the business man to obtain a detached view of his own business. 
To a manufacturer the production of goods tends to outweigh other 
factors, while the trader is more concerned with the selling side. Moreover, 
it is impossible for the busy head of affairs to spare the time necessary to 
study the effects of various changes, or perhaps for altered conditions in 
advance. If Industrial Research has yielded so much benefit to the 
commercial community, as well as to those wise enough to recognise the 
advantages to be reaped therefrom, why should not a Research Depart- 
ment for the business as a whole be beneficial? Every phenomenon 
met with in business has a cause, and therefore every change which takes 
place should be analysed in order to find the cause or causes responsible 
. therefor, so that when similar conditions are again likely to come into 
operation the results can be foreseen and provided for. 


General Functions and Objects 


Such a Business Research Department would not confine itself to 
the conditions ruling in the particular business houses instituting it, but 
would also study the conditions ruling in the industry, and in the 
commercial and financial world generally. The causes of all changes 
should be carefully recorded, and their effects noted, so that tendencies 
can be forecasted and their results either taken advantage of or guarded 
against. If this were done losses would be minimised, profits increased, 
capital used economically and advantageously, and the business as a 
whole, and its proprietors in particular, benefit. All this work is essen- 
tially of a scientific nature, and if undertaken by trained observers would 
leave the proprietor or proprietors of a business, or the management of a 
company, free to direct the general policy of the business instead of being 
worried with the work of maintaining a close watch on market tendencies 
and movements. 

The Business Research Department should have no executive func- 
tion, but should confine its attention to carefully studying all the factors 
relating to the business, the commodity or commodities handled, the 
methods of production and sale, etc. It would thus ensure that all 
departments receive due attention and would hold the balance between 
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the varying interests involved, and so prevent a one-sided organisation. 
While not an actual profit-earning department, its one aim and object 
will be to increase the profit-earning capacity of the business by pointing 
out factors which should be taken advantage of and those which will 
need to be guarded against. If an Industrial Research or Experimental 
Department were already in existence it would in no way interfere with 
its operations, for the objects of the two are quite distinct. The Indus- 
trial Research Department will, as now, concentrate its efforts on 
improving the methods of production, or in experimenting with new 
processes or products. The Business Research Department studies the 
results achieved by the Industrial Research Department to see whether 
they are commercial propositions and, if so, what effects the manufacture 
of such products will have upon the business as a whole, and the demand 
which can be expected or created. It would thus act as a connecting 
link between the producing, selling, and financial sides of the business, 
recording, studying, and reporting upon the results which can be antici- 
pated or achieved by each, thus eliminating friction and overlapping 
of interests and leading to greater efficiency all round. 


Qualifications of a Business Research Worker 


Much of the work of such a department would be, of a necessity, of 
a statistical nature, and therefore the person selected to take charge 
of it must have an extensive knowledge of the principles of this important 
subject. It is, however, essential that the records compiled should be 
of such a nature that they will yield the results required of them, and not 
that they will be regarded merely as statistics. The hackneyed use of 
statistics has brought statistical methods into some disrepute, and this 
has been very largely due to the fact that the convenience of the persons 
using the data has not been studied, nor the uses to which they could be 
put given consideration. The Business Research worker therefore needs 
to be a business man as well as a trained observer. His knowledge of 
business methods and requirements must be wide. He must see his own 
business house in perspective, and therefore know what to record and 
what to discard. The principles of banking and accounts must have 
been studied by him, while the elements of economics, particularly those 
relating to the operations of the economic laws of supply and demand, 
and of increasing and diminishing returns must be known. As he will 
be responsible for assigning due weight to each department he must 
be tactful in his dealings with the executive officials, confident and 
purposeful, rapid in his methods and in the presentment of his reports, 
and capable of demonstrating clearly and succinctly the reasons for the 
recommendations he makes. His reports must be models of expression, 
simple in their language, and easily followed by those not so well trained 
in methods of observation as he himself. His recommendations must 
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produce results, and tabulated and other statements must be prepared 
with this object in view, rather than for demonstrating his ability as a 
statistician. He should be essentially a consultant rather than an 
operator, an advisor ‘than an executive officer. 


Illuminating Statistical Comparisons 

Upon the establishment of such a Business Research Department 
the research worker should make an exhaustive study of the existing 
records of the business, as well as the past results. This will enable him 
to ascertain the reliability of the data at his command, and of the pro- 
gress or otherwise of the business, and he can thus gauge the efficiency 
of the methods used. The results achieved by competitors should, 
whenever possible, be studied and compared with those of his own 
“house ” in order to ascertain whether or not the business is showing 
results which are equal to the average ruling in the industry. Such 
comparisons are extremely valuable, and form a useful basis for more 
detailed investigation, thus all results published by others engaged in 
the same industry or trade, as well as official or semi-official returns, 
must be assiduously collected, analysed, recorded, and compared. The 
financial position and methods of the house will be carefully studied to see 
if its resources are adequate for the volume of business transacted, or 
whether there is over-capitalisation—an evil which must be guarded against 
as carefully as that of having too little capital. Attention must also be 
directed to the policy adopted in regard to the provisions to be made 
in order to finance an expanding turnover, or an increase in the cost of 
labour or material, for either of these factors will cause additional working 
capital to be required. The assets of the business should be examined 
to see if they are liquid, and therefore capable of easy conversion into 
cash in case of an emergency. The debtors’ accounts need to be con- 
sidered in order to ascertain whether the ratio of bad debts to turnover 
can be reduced by adopting other methods of inquiry into the financial 
status of the customers, or an alteration in the methods of extending 
credit, and whether the terms of credit can be reduced or collections 
hastened. Inquiry will also be directed to the costs of collection and 
the methods adopted, and whether these can be reduced or made more 
efficient. , 


An Extensive Field of Research 


The production of purchasing departments of the business will be 
examined to see if the methods in operation are as economical as is 
possible. The rapidity of production will be inquired into, and diver- 
gencies in the time and/or the cost of similar processes or units noted 
and inquired into. The elasticity of pfoduction should also receive 
attention, to ascertain whether in the event of heavy demands arising 
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they can be met without undue delay. The quantities of stock consumed 
over regular periods will be periodically compared with the purchases 
of raw material to see that there is no delay in production owing to lack 
of raw material, or that large stocks are accumulating, thus locking up 
working capital and preventing its being used more remuneratively in 
some other direction. The sources of the supply of material should be 
gone into with a view to discovering whether any other supplies are 
available should the usual supplies fail or diminish, and also whether 
efficient substitutes can be utilised when there is a shortage of the com- 
modities used, or a considerable increase takes place in the price. Records 
should be made of the fluctuations in the price of raw materials to dis- 
cover if these are regular in their sequence, and if any advantage can be 
derived from purchasing from any particular source at any one period. 
The world’s production of the particular raw materials used should be 
studied to ascertain if these are increasing or decreasing in volume, and 
what effects such change in production will have upon the business or 
the policy to be pursued: Labour conditions and the supply of workers 
available must necessarily receive attention, for any impending changes 
in, wages will have a marked result upon the cost of production. If the 
supply of workers in any trade is in excess of the demand, wages will 
tend to fall, in spite of the efforts of trade unions to maintain them, 
while if unemployment is small there is likely to be competition for the 
labour available and wages will tend to increase. Inquiry should also 
be directed to the changes which take place in the labour force of the 
organisation, for if there are constant changes in the staff efficiency and 
output suffer till the new workers get accustomed to the conditions 
ruling. 


Problems of Selling 


Many problems of equally great importance will come up for solution 
when the marketing or selling side of the business comes under review 
by the research worker. He will study and test the existing methods 
of marketing the goods, and examine and test other ideas in order to 
find that which is the most efficient and economical, taking care, how- 
ever, to see that too much economy is not practised, for this may have a 
detrimental effect upon the turnover of the business. He will tabulate 
the past records and examine them to discover whether the turnover is 
progressive, and in this connection it is necessary to compare both 
quantities and value, for if prices have changed the value of the turnover 
may have been affected, although the quantities sold may show a move- 
ment in the opposite direction. The number of customers supplied and 
the average amount and quantity of their purchases will also be 
scrutinised, for here again valuable information as to the progress or 
otherwise of the business will be available. He will analyse sales records 
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to find whether the demand for their products is constant or fluctuating, 
and if the latter whether the fluctuations are of a regular or irregular 
nature and the reasons therefor. If the demand shows an increase at 
regularly recurring intervals arrangements can be made to adjust pro- 
duction accordingly, and investigations made as to the possibility of 
regularising the demand, or of utilising the plant on the production of 
other commodities during the slack periods. If the demand is found to 
be increasing it should be seen that satisfactory arrangements have been 
made to meet the rising consumption. If demand be falling the reasons 
should be inquired into, and attention directed to the possibility of 
stimulating sales, or of altering the product to meet changing tastes on 
the part of the consumers. The Research Department will study the 
consumer closely with a view to discovering whether the demand is 
limited to a particular class or classes of the community, or is of a general 
nature. Ifthe former proves to be the case tests should be made as to the 
possibility of interesting other classes of the community. The demand 
may be of a local nature, or confined to certain districts, and here again 
it will be necessary to ascertain the reason for this phenomena, and 
efforts directed to creating a demand in other localities. Statistics 
relating to the consumption per capita in the varying districts will at 
once indicate those areas to which special attention should be devoted. 
In cases where the sales are confined to the home trade the possibilities 
of cultivating foreign markets should be investigated, as by widening 
the area over which sales take place a steady turnover can be partly 
assured, seeing that, except in extreme cases, factors in operation are 
not likely to affect conditions in all countries at the same time or in the 
same degree. Some districts or countries may be found to have a 
seasonal demand, and special arrangements should then be made to supply 
such areas at the time the demand occurs. The routes of the travellers 
should be inquired into to see that every centre is receiving-attention, 
and that the energies of the representatives are devoted to increasing 
the number of customers, as well as taking orders from those already 
on the books. The local tastes must be a subject for review, as it often 
happens that the desires of consumers are not met, and sales diminish 
as a consequence. The organisation must be studied, and the possi- 
bilities of better results being obtained from the establishment of branch 
establishments, or sole agencies exhausted. It may be found that 
increased sales may lead to decreased costs of production, owing to the 
plant being more fully occupied, and tests should be made as to whether 
a decrease in the selling price will lead to an increased demand, and 
whether this increased demand allied to a decrease in the costs of 
production will be to the financial advantage of the business. 

The total supply of the finished goods «available from all sources is a 
subject for inquiry also. If competition be increasing the effect which 
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this is likely to have upon the selling price must be considered, and the 
result which this will have upon the business ascertained or estimated. 
The advertising department will also be reviewed with the object of 
ascertaining the particular methods applicable to varying conditions 
and different districts. The allocation of the advertising expenditure 
will be ascertained, and the results traced wherever possible. It will 
be possible to find the best media for advertising and the periods which 
produce the best results. Tests should be made with various styles of 
advertisements to ascertain that which attracts the most business. 


Studying Competitors 

Not only must the business in itself be studied and analysed, but the 
industry as a whole considered, for if there is a slump in a particular 
trade it may be a wasteful process to run an advertising campaign at 
such a time, but if conditions are known, and the reasons therefor 
ascertained, the difficulties may be overcome and sales maintained. A 
study of the competitors, the ground they cover, and their methods of 
conducting business will often supply a clue to the reasons for a falling 
turnover, while if the number of competitors increases without the general 
demand changing to any marked degree special steps may have to be 
taken to maintain the volume of trade, and here again the Business 
Research Department with its records should supply invaluable assist- 
ance in deciding upon the course to be pursued, or alternatively may be 
able to suggest some variation in the form of the commodity which will 
have greater possibilities of profit. Trade and commerce in general must 
also be included in the survey carried out by this department, for a 
national slump may be accompanied by a boom in some other country, 
and hence the poor returns shown by the home trade may be offset by 
an increase in the export sales. The varying conditions ruling abroad 
must also be studied in order that advantage may be taken of the most 
favourable markets, and so enable both turnover and profits to be 
increased. 


Financial Factors 

Financial and credit conditions must not be overlooked. A stringency 
in the financial world may result in longer credit being asked for, or in 
credit facilities having to be withdrawn or modified according to the 
conditions ruling, and therefore if losses are to be guarded against the 
economic conditions ruling throughout the world must be carefully 
studied and the results foreseen. If, for example, the world’s cotton 
crop is a poor one, Lancashire will suffer considerably, and trade in 
that part of the country will decline, and the credit policy for that 
district must be decided upon before the slump actually makes its 
appearance; but the Research Department, if properly organised, would 
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have given warning of the impending difficulties and provision would 
have been made accordingly. If a financial crisis appears imminent in 
any country the magnitude of its effects must be forecasted and guarded 
against if loss is to be prevented. Foreign exchange fluctuations may 
turn an apparent profit into an actual loss unless they have been carefully 
studied and the reasons for the movements ascertained. 

Enough has been said to demonstrate the many points on which a 
Research Department could focus its attention in order that business 
may be conducted on strictly scientific lines. Such a department would 
supply all the information needed to enable a busy principal to decide 
the methods to be adopted and the policy to be carried out, and would 
thus act as an intelligence department to the chief of the business. It 
may be argued that only large businesses could afford to maintain such 
a department, and this is in a large measure true, but the various 
associations of employers could do much to supply general information 
as to local, district, national, or international conditions of trade, 
commerce, and finance, and their effects under the particular industry as 
_ a whole, leaving each head of smaller businesses to apply the information 
to his own needs. The Federation of British Industries has established 
such a department, while the operations of the Commercial Gas Users 
Association are well known, and there seems no reason why this should 
not be more widely extended. 


Trade Opportunities in America 


How to Beat the Tanff 


[eet is no doubt that the enormous possibilities of the American 
market as an outlet for British goods are scarcely realised by the 
majority of our manufacturers, who are, perhaps, unduly influenced by 
tariff restrictions. There are notable exceptions, of course, and those 
enterprising exporters who have boldly adventured into the American 
field have found that the tariffs form no insuperable obstacle to profitable 
trading, provided the right methods of distribution are employed. In 
America the slump is definitely past; trade conditions are rapidly 
getting back to normal, and the present time therefore offers an 
exceptional opportunity to test the market. 

In this connection, excellent advice to British exporters is offered 
by Mr. John C. Curtiss, an American publicist of repute. 
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Writing in The Times Trade Supplement, Mr. Curtiss says— 


As an American I say to British manufacturers, invade America first: the 
exchange is in your favour, the tariff need not trouble you ; should the tariff be 
100 per cent, British goods of quality will find a ready market. You do not pay the 
tariff any way. Buy in the cheapest market you can, but sell in the highest. 

There is a wonderful field for British goods in the United States. Do you realise 
there are one hundred and ten million people who talk the same language, have 
the same wants and desires your own people have, and have a wealth as great as 
existed in 1918? ‘Therefore their purchasing power has not decreased at all. 
There are over 200,000 stores : 40,000 of these are department stores with an ability 
to buy foreign goods. 

The first essential is a quality article or line. The second is a brand or trade- 
mark. The third is advertising to the trade—for distribution must come before 
consumer advertising. If you advertise to the public before you advertise to the 
trade, you put the cart before the horse and lose your money. If you have enough 
money you can do both, but even then the consumer publicity should follow six 
months after the publicity to the trade. 

Advertising should not be looked upon as an expense, but a very necessary 
investment. I have seen so many British advertisers fail entirely on the American 
market because they were unwilling to take advice on how to advertise to American 
buyers, that I want to give British manufacturers a word of caution. The practice 
over here seems to be, to show their name in big headlines, or the picture of their 
factory building, with the trade-mark (if they have one) ; they sometimes fill up 
the page with the names of their directors or list of all the goods they carry. That 
is not advertising, that is throwing money away as surely as standing on the roof 
and tossing it broadcast. 

The way to advertise is, to talk merchandise in the cleverest way you can ; well 
illustrate it, identify it with your brand, and have your name at the bottom. A 
description of your merchandise is the only thing the American buyer is interested 
in. Show one thing or one line only at a time—do not try to name everything you 
carry in one advertisement. Concentrate on one line of merchandise, and you will 
get in the entering wedge ; follow it up with new copy, a different selling talk on 
new merchandise. As you are spending money to get a market it is poor economy to 
write the copy yourself or have poor illustrations—go to an expert who understands 
advertising in a modern sense. 

Do not advertise until you can afford to run a series of advertisements. The 
power of advertising is cumulative, not spasmodic, and to run a half page or one 
page and expect anything to happen is, well, putting too much faith in providence. 

I have gone to the trouble of telling all these trade secrets because I want you 
Britons to invade America successfully, not to waste your money, and then say 
America will not buy British goods. If they do not, it is your own fault in not 
advertising, or advertising wrongly. 

But why go on? Great Britain has numberless lines that would be received 
in the American market if they would only indulge in a little of the right kind of 
trumpet-blowing. _ 








This concise statement of the duties which devolve upon the auditor and of his rights 
to essential information will interest every company secretary and accountant. 





Auditors—Their Rights and 
Responsibilities 
By H. O. STAFFORD OooxE, F.O.I.S. 


Te rights of an auditor of a joint stock company, so far as they 
are provided for by statute, are set out in section 113 (1) of the 
Companies (Consolidation) Act, 1908, which runs as follows— 

Every auditor of a company shall have a right of access at all times to the books 
and accounts and vouchers of the company, and shall be entitled to require from 
the directors and officers of the company such information and explanation as may 
be necessary for the performance of the duties of the auditors, 

It will be seen, therefore, that this provision imposes upon the directors 
and officers of the company corresponding duties. 

(a) To produce at all times to the auditors the books, accounts and 
vouchers of the company, and 

(b) To give at all times to the auditors such information as may be 
necessary to enable them to perform their duties. 


Right of Access to the Minute Book 


The question has frequently arisen, and has been the subject of much 
contention between company directors and officers and the auditors, 
whether the term “ books” in this respect includes the minute book 
recording the proceedings at board meetings. It seems to be beyond 
doubt that an auditor has the right to inspect such book, particularly 
in regard to any items as to which he may be in doubt, or as to which he 
may be in need of further enlightenment ; as to whether there is a general 
tight of access to the directors’ minute book, however, has not so far 
been the subject of a specific legal decision, though the wording of the 
section is “ books of the company,” and the minute book is one of the 
most important books which a company is required to keep, and is indeed 
often the only one which will give an auditor particulars of the matter 
as to which he may require further information. 

If a right of access to the books of a company (including the minute 
book), accounts and vouchers, is denied to an auditor, his only course, 
from the point of view of safeguarding himself, as well as in the interests 
of the shareholders, will be to give his certificate with a statement to the 
effect that he has “not obtained all the information which he has 
required.” But although auditors have a statutory right of access to 
the company’s books and vouchers, yet the court will not order a company 
to give such access unless under the particular circumstances an order is 
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justifiable. Such an order would not be made, for instance, if the com- 
pany proposed to appoint new auditors in respect of the same audit, 
and the existing auditors were attempting to exercise their statutory right 
of access merely to advance some purpose of their own (Cuff v. London and 
County Land and Building Company, 1912). 


Appointment of Auditors 

The power of directors to appoint auditors only exists in cases where 
a casual vacancy has arisen, or prior to the statutory meeting of the 
company, and in these cases the right to fix the remuneration is also 
carried with it. In all other cases the appointment of an auditor by the 
shareholders in general meeting is compulsory, and the rate of remuner- 
ation is fixed by the shareholders. But if the company fail to make the 
appointment, any member may apply to the Board of Trade, who will 
then make the appointment and fix the remuneration for the current 
year. 

An auditor has also a right to hold office until the next general meeting 
of the company. At one time this right was to a large extent a barren 
one only, for cases arose where, through the embarrassing fidelity of an 
auditor to the shareholders of the company, the directors did their best 
to make things impossible for the auditor to carry on, and, by an under- 
current of influence, he was quietly removed at the next general meeting, 
and a person appointed to the office whose views would be more in con- 
formity with those of the directors. To remedy this defect, however, 
section 112 (4) of the Companies (Consolidation) Act, 1908, provides that 
a person other than a retiring auditor shall not be capable of being appointed 
auditor at an annual general meeting, unless notice of an intention to 
nominate that person to the office of auditor has been given by a share- 
holder to the company not less than fourteen days, and by the company 
to the retiring auditor and the shareholders not less than seven days, 
before the annual general meeting. But if the meeting is not called 
until after the notice of intention to nominate a new auditor has been 
given to the company, the notice to the shareholders may be given 
with the notice calling the meeting, and the limits of time mentioned 
need not be observed. This provision, therefore, enables an auditor to 
become aware of any movement which may be afoot to supplant him by 
the election of some other person, and to take steps accordingly for his 
own protection. 


Duties and Responsibilities 
As regards the duties and responsibilities of an auditor, the Act of 
1908 provides that the auditors shall make a report to the shareholders 
on the accounts examined by them, and on every balance sheet laid before 
the company in general meeting during their tenure of office, stating— 
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(a) Whether or not they have obtained all the information and 
explanations they have required, and 

(b) Whether in their opinion the balance sheet referred to in the report 
is properly drawn up so as to exhibit a true and correct view of the state 
of the company’s affairs according to the best of their information and 
the explanations given to them, and as shown by the books of the- 
company. 

And the auditors’ report has to be attached to the balance sheet, 
or a reference to it inserted at the foot thereof. The report must be read 
before the company in general meeting, and be open to inspection by 
any shareholder. 


Legal View of Auditors’ Duty. 


The legal interpretation of an auditor’s duty was admirably summed 
up by Lord Lindley, in the case of The London and General Bank, 1895. 
In this case it appeared that the auditor was dissatisfied with some of the 
items on the credit side of the balance sheet, and prepared a special report 
to the directors thereon, in which he expressed his opinion that no dividend 
ought to be paid. The directors, however, induced him to give a cer- 
tificate annexed to the balance sheet without any reference to his views, 
and at the meeting of shareholders a dividend was declared. The Court 
held that the auditor had failed in his duty to the shareholders, and that 
the payment of the dividend, being the net result of such failure of duty, 
the auditor was liable jointly with the directors, and also severally, to 
repay the amount thereof. The following is an extract from the judgment 
of Lord Lindley in the case in question— 


It is no part of an auditor’s duty to give advice, either to directors or shareholders, 
as to what they ought to do. An auditor has nothing to do with the prudence or 
imprudence of making loans with or without security. It is nothing to him whether 
the business of a company is conducted prudently or imprudently, profitably or 
unprofitably. It is nothing-to him whether dividends are properly or improperly 
declared, provided he discharges his own duty to the shareholders. His business 
is to ascertain and state the true financial position of the company at the time of 
the audit, and his duty is confined to that. But then comes the question : How is’ 
he to ascertain that position? The answer is: By examining the books of the com- 
pany. But he does not discharge his duty by doing this without inquiry, and 
without taking any trouble to see that the books themselves show the company’s 
true position. He must take reasonable care to ascertain that they do so. Unless 
‘he does this, his audit will be worse than an idle farce. Assuming the books to 
be so kept as to show the true position of the company, the auditor has to frame 
a balance sheet showing that position according to the books, and to certify that 
the balance sheet presented is correct in that sense’... . An auditor, however, is 
not bound to exercise more than reasonable care and skill in making inquiries and 
investigations. He is not an insurer... . What is reasonable care in any particular 
case must depend upon the circumstances of that case. Where there is nothing 
to excite suspicion, very little inquiry will be reasonable and sufficient, and in 
practice, I believe, business men select a few cases at haphazard, see that they are 
right, and assume that others like them are correct also. Where suspicion is 
aroused, more care is obviously necessary, but still an auditor is not bound to exercise 
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more than reasonable care and skill, even in case of suspicion ; and he is perfectly 
justified in acting on the information of an expert, where special knowledge is 
required .... 


Again, in the case of Kingston Cotton Mill Co., No. 2 (1896), L.J. 
Lopes gave it as his opinion that it was the duty of an auditor to bring 
to bear on the work he has to perform that skill, care and caution which a 
reasonably competent, careful and cautious auditor would use; that an 
auditor is not bound to be a detective, or to approach his work with 
suspicion, or with a foregone conclusion that there is something wrong ; 
that he is a watchdog, rather than a bloodhound ; that he is justified in 


` believing tried servants of the company in whom confidence is placed 


by the company ; and that he is entitled to assume that they are honest, 
and to rely upon their representations, provided he takes reasonable care. 

It is clear from the above, therefore, that an auditor is entitled, to 
rely upon the certificate of a company’s general manager, provided there 
is nothing to lead him to suspect its bona fides ; for obviously, in this con- 
nection, no auditor can expect to be able to claim that expert knowledge 
of stock and other valuations which would ordinarily only be possessed 
by an expert in the particular trade. And it is no part of the duty of an 
auditor to take stock, though he may well call for explanations of 
particular items in the stock books. 

It will also be seen that unless the provision of depreciation is com- 
pulsory in the particular undertaking involved, an auditor has no power 
to insist on depreciation. He can only suggest the matter to the directors, 
or, if they do not concur, to the shareholders. But even in this he will 
be going beyond the limit of his legal duty. In the same way, if there 
be unrealised profits, out of which it is proposed to pay a dividend, 
and an auditor advises that the dividend be deferred until such profits 
are actually realized, he is going beyond his strict legal duty as interpreted 
in the cases mentioned above. 

On the other hand, where first-hand sources are available to him 
for the purpose of verifying information, such as the verification of stocks 
registered at the Bank of England, or the balances existing at a Bank, 
an auditor will not be exercising reasonable care if he accepts the statement 
of the company’s officers upon these matters, without making his own 
independent inquiries. 

In connection with Parliamentary or Statutory Companies, it is 
interesting to note that one of the model clauses now inserted in the 
Acts governing these bodies provides for the fixing of the auditors’ 
remuneration by the directors, instead of by the shareholders, as hitherto. 





The concluding article of this excellent series, which has been full of novel and ingenious 
ideas, discusses the application of displayed records to the commercial office. 


Office Records 


Some Undeveloped Fields for Improvement 
By P. T. LLOYD 
(Continued from page 245) 


VI.—DISPLAYED RECORDS 


The Analogy from Control of Trafic 
fae industrial world, on its operative side, is beginning to appreciate 
more and more, the possibilities of the chart, the graph, and the 
diagram, both as a guide to the manager and as a means of direction 
for the staff. A recognition of the educational value of these methods 
for presenting facts and figures in a rapidly assimilable form is, 
nevertheless, somewhat belated, since an extensive application of the 
principles involved has already been made in the affairs of everyday 
life. The tube railway, almost from its inception, relied on a lavish 
display of maps, diagrams, and illuminated finger posts for the main- 
tenance of a rapid service, and the combination of coloured lights for 
the électric car, or the service number of the motor-bus, has been equally 
beneficial in diverting traffic to the proper channels. It is with the 
object of direction, and the substitution of a controlled and common 
movement for the vagaries of the individual, that these devices are 
adopted. 


Other Public Uses of the Chart or Diagram 

Nor is this the only function of the publicly displayed record. The 
“election ladder ” keeps one posted as to the relative positions and 
weight of rival parties, and similar devices set in a prominent position 
are employed by the trustees of the hospital, or other charity, for indicating 
the gap which stands between themselves and the perfect bank balance. 
The potential clients for the itinerant salesman of old were limited only 
by the power of his rhetoric and lungs; the more subtle salesman of 
to-day appeals to a far wider circle by enticing the attention of every 
passer-by to his wares with a web-like structure of coloured ribbons, 
which explain the points or working of every detail. This is merely the 
diagram in another form, and a similar system can be used quite as 
successfully in the works for explaining, with the aid of photographs, 
the various functions of each machine. 

Although we shall be concerned mainly with what may be called 
pictorial representation, it may be mentioned that effective display is 
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not confined to this medium. The statement issued by a New York 
banking institution, as illustrated below, which was included among 
the advertisements of a well-known London financial journal, shows 
that, when reproducing office records, there are undoubted advantages in 
not regarding the prospective customer or investor as a trained 
accountant and financier. 


A BANK STATEMENT THAT ANY MAN OR WOMAN CAN 
UNDERSTAND 


STATEMENT oF Ist OCTOBER, 1921 


THE BANK OWES To DEPOSITORS ʻ F . $197,119,192-76 


oa 


A conservatve banker always has this indebt- 
edness in mind, and he arranges his assets so 
as to be able to meet any request for payment. 


FOR THIS PURPOSE WE HAVE— 
(1) CASH . . $33,146,579-15 
(Gold, Bank Notes, “and Specie) and with 
legal depositories returnable on demand. 


(2) CHECKS ON OTHER BANKS . k ` : 15,441,125-47 
Payable in one day. 

(3) U.S. GOVERNMENT SECURITIES. . . 58,210,372-28 

(4) Loans To INDIVIDUALS AND CORPORATIONS . 33,346,349-06 


Payable when we ask for them, secured by 
collateral of Erener value than the loans. 
(5) Bonps 21,369,032-31 
Of Railroads and ‘other corporations, of 
first quality and easily saleable. 
(6) Loans 48,050,227-39 
Payable in less than three months on the 
average, largely secured by collateral. 
(7) BONDS AND MORTGAGES AND REAL ESTATE . 877,656-50 
(8) TWENTY-FOUR BANKING HOUSES . ` p 3,884,036-91 
All located in New York City. 


TOTAL TO MEET INDEBTEDNESS . : ; . $214,325,379-07 





(9) THIS LEAVES A SURPLUS OF A $17,206,186-31 
Which becomes the property of the Stock- ==me=m 
holders after the debts to the depositors 
are paid, and is a guarantee fund upon 
which we solicit new deposits and retain 
those which have been lodged with us for 
many years. 


Display as Applied to the Office 
The education of the clerical staff as regards the nature of their 
duties, and the relationship of those duties to other sections of the 
organisation, is deservedly becoming, to those in charge, a matter of 
growing importance, but an intelligent interest in the work of the office 
cannot be expected when no effort is made by the management to provide 
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the essential information in a readily accessible form. The Office 
Manual, the pride of its producer, is regarded by some as the ideal 
medium for disseminating this knowledge, but a code of instructions is 
not usually popular, and education by sub-conscious means represents, 
probably, the better method. It is here that the diagrammatic system 
proves its value; interest is stimulated by the form of the record, and 
encouraged by the ease with which the necessary information can be 
gathered. It is merely a platitude now to say that a few minutes’ 
practical demonstration will cover volumes of printed matter, yet this 
defines exactly the relationship between the diagram, or similar device, 
and the text-book. It is, therefore, to a more extensive use of this 
displayed information, which has proved its worth in public use, that 
the office manager must look for increasing the efficiency of his staff, 
and for which a three-fold advantage can be claimed— 

(1) The less experienced staff will obtain, at a glance, the particulars 
required, from minor details to the general organisation of the business ; 

(2) The more experienced staff will be troubled less with inquiries 
from the novice ; 

(3) Transfers of staff from one department to another will be facilitated 
when business conditions fluctuate. 

It need not be thought that the staff will be robbed of all initiative 
by adopting these methods ; charting is but the means towards the end 
in view, and is only intended to act as a guide for the performance of 
particular duties, to prevent the omission of certain operations, to 
indicate the situation of specific records, and to give a general bird’s-eye 
view of the process as a whole. The ever recurrent questions of ‘ What 
is the object of this record ? ” “ What should be done with this docu- 
ment?’ “ Why does Department ‘A’ want this statement?” or 
“Who deals with this question in Department ‘B’?” can be answered 
immediately, and a smooth and regular working of office routine is 
assured. To teach each member of the staff the mere rudiments of his 
duties, and then leave him to work out his own salvation by “ learning 
from his mistakes ” is but a slipshod policy, and, if the desirability of a 
more scientific method makes no appeal, it should at least be realised 
that it is an expensive process for ‘the business. “The leading motif in 
describing some easily visualised records will therefore be the advance- 
ment of knowledge among the staff, but it will be apparent, in many 
cases, that the methods referred to can be adopted with similar advantage 
by the manager when he requires, for his guidance, some concentrated 
record of current transactions. 


Columnar Records of Staff 
One of the earliest difficulties encountered by the novice is that of 
acquiring a knowledge of the staff as a whole, including the nature of 
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their duties, the section or department to which they belong, and their 
relative grades or positions. When changes are infrequent, a tabulated 
statement can be duplicated and posted up in each room or division. 
The names can be grouped in columns, either under departments, or in a 
general alphabetical list, but the former arrangement is preferable as 
the staff in each department can be arranged in order of precedence, 
and their position or duties indicated more clearly; in either case, 
supplementary details regarding telephone number, room number, 
building, etc., can be added. 

If constant alterations of the standard lists in connection with transfers, 
new entrants, etc., prove troublesome, a better method is to make use 
of the narrow strips of paper enclosed in flat transparent tubes supplied 
by the manufacturers of overlapping card systems, which give the 
additional facility of marking particular names with coloured signals. 
The column is then represented by a metal frame, and the order or 
position of the names can be changed as desired. In addition to the 
sectional or departmental record, these framed lists of names could be 
set up centrally in each corridor of a building to indicate the occupants 
of the different rooms. 


Diagrams 

The favourite form of diagram is that introduced originally for 
genealogical illustration, which is peculiarly suitable for depicting growth 
under, or contraction into, a given apex. This affords a very clear 
means for indicating to the staff the organisation of the office from the 
principals downwards, the relationship of the different departments, the 
progress of documents from one department or building to another, 
including the operations performed at each stage of the journey, or the 
various records through which each transaction passes. The most 
intricate operations of the office can be presented in a manner which 
can be followed with ease, and, apart from its educational possibilities 
for the staff, the diagram is sometimes the medium by which an 
unnecessary duplication of functions is brought to the notice of the 
manager. The individual engaged on a particular duty can appreciate 
at once his importance in the scheme of things, and, what is of more 
value, realise why inattention to certain details dislocates the later 
machinery. It cannot be too strongly emphasised that, from every 
point of view, the preparation of diagrams amply repays one for the 
labour expended, and is, in fact, an essential aid to economical 
administration. 


Plans 
One of the clearest systems for indicating the position of stock, records, 
documents, etc., is to prepare a key plan of the room showing the position 
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of each storage receptacle (marked with a code letter or number) and, 
below the plan, a list in alphabetical or other order giving, under the 
code letter, the location of each article. Stock can be divided up among 
a set of numbered pigeon holes, but this system is not applicable to 
books or papers, and the key plan, even to a person unfamiliar with the 
room, at once narrows down the search to a particular cupboard or set 
of shelves. This planning, although less minute in detail, can be extended 
to the whole of a building, or to several buildings. A standard outline, 
adaptable for each floor, can be prepared with the aid of a clay duplicator, 
and with a set of key plans for the building before him showing the 
positions of departments, sections, and even individuals, the novice can 
find his way about, and go directly to the person or record he requires 
with the greatest ease. The more experienced staff will also be glad, 
at times, to consult these records, while, in the event of a re-arrangement 
or removal of departments, an up-to-date series of plans will prove 
invaluable to every employee. Where the lay-out of the building covers 
a large area, the plan is also useful for marking the positions of fire 
escapes, emergency exits, etc. ; as an administrative record, the periodical 
insertion in each room on the plan of the average superficial space 
occupied per head, will indicate at a glance the points where congestion 
is greatest, and, per contra, the more thinly populated areas where this 
congestion might be relieved. 


Maps 

The map is the plan drawn to a smaller scale, but while both can be 
used for marking position, the map fulfils the additional function of 
indicating route. Towns shown merely in tabular form will often assume 
a new interest, if their relative positions or grouping can be studied in 
pictorial form, and the headquarters staff are in a better position to 
appreciate, and perhaps confirm, the reports from local representatives 
as regards geographical difficulties. “Although these advantages may 
seem obvious, the office atlas, stored on the bookshelf, is not always 
remembered, and a better plan for keeping the facilities of maps in mind 
is to place them in swinging frames attached to the wall, in much the 
same way as the wall bracket is used for overlapping cards. A set of 
counties arranged in this manner would occupy but little more space 
than that required for a single map of the usual hanging type. If a 
washable surface is provided, the journeys of the traveller can be 
successively planned and marked, while a current and undisturbed 
record of point to point movement can be maintained by means of 
coloured pins; this would be impossible with an atlas. An instantly 
accessible range of maps provided on these lines will be found a great 
convenience, and a similar system for economising the use of wall space 
can be applied to the other forms of displayed record already referred to. 
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Charts 


The graphic method of showing, within the smallest possible compass, 
the rise and fall of a lengthy series of numbers or values, is too well known 
to need more than this passing ‘reference. (The standard work on this 
subject is Professor Bowley’s Elements of Statistics.) It is not a matter 
of common knowledge, however, that by using the straight line with this 
form of chart, the duration and consumption of time can, in connection 
with the attendance or absence of the staff, be very clearly illustrated. The 
letters A, B, C, etc., in the first column of Fig. 28 represent the individual 
names, while the headings 1, 2, 3, etc., of the remaining columns would 
show the periods of time, which might be either in hours, days, weeks, 
or months. 

As regards attendance, and assuming that the headings of the columns 
represent hours, with a normal day between the double rules, the chart 
shows the number of employees engaged at different times during the 
day, the rotation of individuals on the same work (B and C), and early 
or late attendance outside the normal hours (B to E); by varying the 
colours of the lines the different grades of employees can be separated. 
Similarly with an absence record, holiday arrangements can be planned, 
or a re-arrangement of staff effected during abnormal periods of illness. 


Progress Boards 

The more general type of progress board for keeping touch with 
unexecuted orders is merely an extended use for the old form of tally 
board, equipped with hooks, on which each workman placed a disc to 
record his attendance. With the work progress record, the forward 
movement of the order from department to department is indicated by 
transferring a ticket, or other document, from one hook to another 
along a horizontal series representing dates, and the distance from the 
promised date of delivery is constantly under review. By setting up a 
board in each department, and still regarding each hook as a date, the 
system could also be used as a duplicated series of records for showing 
the location of the daily papers and documents which follow a constant 
route, although at irregular intervals, throughout the business. Each 
department, when dispatching a set of documents for a particular date, 
would also distribute tickets, notifying the fact, to all other departments 
concerned ; the ticket, on its arrival, would be suspended on the appro- 
priate date hook, and a glance at the board in any department would 
then show the present position of the documents required. It is 
interesting to compare this system with the central record for the filing 
department referred to in connection with serial numbering. 

A chart of the form shown in Fig. 28, but with a series of horizontal 
lines which gradually grow in length to represent cumulative totals, 
can be used to illustrate individual output, current stock compared 
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with sales or replies to an advertisement in different journals. A 
permanent progress board, suitable for any of these requirements, can 
be constructed by using lengths of thin black tape coiled round spring 
drums (similar to the spring tape measure), which act as mechanical 
horizontal lines. A small ring would be attached to the free end of each 
tape, which would be drawn along the board and fastened at the desired 
point with a glass-headed drawing pin. The columnar ruling of the 
board could remain constant for all purposes, new items and headings 
being inserted in ticket holders attached to these positions. 
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An extremely convenient form of notice board, similar in principle 
to a pocket chess board, can be arranged by providing rows of upright 
pockets into which cards are slipped, their upper edges being exposed 
in overlapping order. The advantage peculiar to this system is that the 
card can be exchanged, or moved to a new position, without any 
re-arrangement of the others. Some of the uses for which this office 
fitting is suitable would be a record indicating position of stock, when 
this is liable to frequent alteration, the distribution of staff, and the 
rates of exchange; it should prove equally valuable in the selling 
department for recording credit sanctions, or displaying current prices 
and particulars of new items to customers. 


(Concluded.) 
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Table Talk on Business Topics 


By the late Dr. ELLIS T. POWELL. 
Formerly Editor of the “Financial News” 


HE extension of banking hours towards the old four o’clock closing 

was inevitable. Now that we are back in normal conditions the three 
o'clock closing meant a most inconvenient compression, with the resultant 
rush. I am sure the public is sympathetic with bank staffs. It no 
longer hugs the old delusion that they all go home to tea and tennis as 
soon as the front door of the bank is closed. But all the same, the public 
is alive to the fact that bank staffs, like other elements of our colossal 
economic machinery, must do their bit, even if it takes them an hour 
longer to do it. Four o’clock, if ultimately arranged, will represent the 
limit of concession. It will not, however, satisfy that type of dilatory 
customer who would like to see the bank open till a late hour in the 
evening or even all night long. I once asked a very experienced banker 
whether he thought this type of customer would be satisfied if the banks 
remained open till ten every evening. He replied with a most decided 
negative. ‘‘ That species of client,’ he said, “ would arrive at 10.5 
with cheques to pay in, and would grumble because the bank was not 
kept open till 11 p.m.” 


What About Saturday Closing ? 


The Saturday closing is a horse of another colour. At the moment 
of writing there is no intention of altering the present noon-tide closure 
of the bank for public business on Saturday. But there is no mistake 
about the growing tendency, during the last twenty years, towards 
making Saturday a dtes non so far as financial and commercial trans- 
actions of the larger type are concerned—as distinguished, that is to say, 
from the retail trade. Personally, I believe a five-day week would 
represent an enhancement of business efficiency. Let bank staffs, and, 
in fact, all members of office organisations, go away on the Friday night 
with a two-day week-end before them. The effect would be a freshness 
and a vigour which would far more than compensate for the apparent 
loss of time. In the Middle Ages your business man was chained to his 
desk for long and tedious hours. What is worse, he lived on the premises, 
so that he never got away from -the environment. How immensely he 
has benefited by the shortening of his hours and by being packed off to 
the suburbs or the country to spend the night! The change was resisted 
by the old-fashioned people, and only won its way under the inexorable 
pressure of changed economic conditions. But it has justified itself 
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over and over again. I am quite certain that before another twenty 
years have elapsed Saturday will become a definite dies non in City 
business, and one result of the change will be a ten per cent increase in the 
efficiency of the work done during the five active days of the week. 
Many a year ago Matthew Prior gave us the ideal of business devotion 
and recreative relaxation, though we have not yet attained it all round— 

Not to business a drudge, nor to faction a slave, 

He strove to make int’rest and freedom agree, 

In public employment industrious and grave, 

But alone with his friends, Lord! how merry was he |! 

Stern necessity may compel us to be of the earth, earthy; but for 

goodness sake let us avoid being of the mould, mouldy. 


The ‘‘ Reserve Liability” 


A recent number of BUSINESS ORGANISATION AND MANAGEMENT 
contains a very timely warning against the supposed avoidance of the 
uncalled liability on shares by their transfer to third parties. The 
observations were inspired by the fact that some of the shareholders in 
the City Equitable Fire Insurance Co., Ltd., had been paying up to 5s. 
a share for the opportunity of transferring their holdings to other parties 
who were supposedly capable of meeting the liability. As was very 
aptly pointed out, the transfer of a share in this fashion does not by 
any means necessarily end the liability. A liquidator has nothing to 
do with such transactions. He could not be compelled to recognise 
them. Moreover, I should say it is very doubtful whether a bargain 
on the part of A to assume responsibility for B’s uncalled liabilities 
could be enforced against A. Of course, if A were not good for the 
money he could not possibly carry out his contract. There was an 
actual case in the City within my own memory. An institution col- 
lapsed at a time when there was an uncalled liability of 10s. a share. 
Advertisements immediately appeared announcing that in considera- 
tion of a payment of 2s. 6d. per share, the Omnipotent and Universal 
Banking Co. was prepared to relieve shareholders of the liability. Many 
scores of shareholders sent up pro rata cheques for this amount and 
received a document purporting to be a guarantee against the liability. 
After the lapse of about ten days and the receipt of many hundreds 
of pounds, the Omnipotent and Universal Banking Co. decamped. And, 
of course, the people who had so rashly disbursed their money found 
that their liability remained unaltered. They were simply so many 
half-crowns to the worse. 


The “Man of Straw” as Nominee 


In the old days it was the custom among shrewd City men to utilise 
their clerks as the permanent nominee holders of all shares with an 
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uncalled liability. Then, if disaster supervened, the liquidator was 
impotent. It was useless suing the clerk, because he did not possess 
£50 in the world, and no other recourse lay open. To some extent, no 
doubt, the system is still pursued, although as regards the more 
responsible enterprises, such as banks and the older insurance com- 
panies, the device has long ceased to be feasible. Few, if any, banks 
would nowadays accept a shareholder on their registers without satis- 
fying themselves of his ability to meet the demand for the uncalled 
liability if it were made. This is none the less true, although in our 
time the reserve liability, once regarded as`the bulwark of the banks’ 

customers, has fallen into relative unimportance in contrast with the 
immense assets of the institutions. An interesting minor detail is the 
fact that responsible companies will not nowadays accept a married 
woman as the holder of a partly-paid share without satisfying them- 
selves that she has separate property equal to the financial responsi- 
bilities she is incurring. If that test cannot be met, the lady must 
either persuade her husband to go on the register as a joint shareholder 
with her. (thereby making himself liable for the uncalled capital), .or' 
she must relinquish the opportunity of acquiring the shares. > 


The Forfeiture Delusion 


Very curious is the persistent delusion on the part of a great many 
people that they can always get rid of the liability for uncalled capital 
by forfeiting the shares. This, of course, is very far indeed from being 
the fact. Another ancient delusion, almost too absurd for record, used 
to be prevalent among a certain class of bank shareholders. They 
thought they secured themselves against the uncalled liability by 
putting the amount thereof on deposit with the bank in which they 
held the shares. The idea was that if the bank failed and the reserve 
liability were called up, the shareholder could refer the liquidator to 
the deposit and say, ‘‘ Take that in satisfaction.” But this also was, 
and is, a vain imagination. In such a case,cthe shareholder would 
rank as a creditor of the bank for his deposit without in the least 
minimising the effectiveness of the liquidator’s demand for the amount 
of the reserve liability. I have often thought that perhaps this delu- 
sion had its origin in the ancient practice of paying taxes in advance. 
‘Needy monarchs, such as Henry VIII, used to raise money by asking 
for taxes in anticipation of their date. Taxpayers were assured that 
by the prepayment “ they shall administer unto us singular pleasure.” 
I have no doubt that pleasure equally “ singular ?” would be “ admin- 
istered ” to a modern Chancellor of the Exchequer by the same species 
of payment, though I am not to be understood as thereby Tecommending 
immediate disbursement of the income tax for 1924. 
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We Shall Muddle Through 


Still, are we downhearted ? The answer must be an emphatic “ No!” 
The common sense of the country is bound to rally, as it has rallied 
before, into insistence on the adoption of the right policy. More than 
` that, the irrepressible resilience of national character and national enter- 
prise has always to be borne in mind. Whenever I am tempted into 
depression I always turn to a passage in Macaulay’ s review of Southey’s 
Colloguies on Society. The review appeared in 1830, just short of a 
century ago, when there were many conditions analogous to those we 
see around us now. Macaulay ventured upon a forecast which has been 
almost literally fulfilled— 

The present moment is one of great distress. But how small will that distress 
appear when we think over the history of the last forty years ; a war, compared 
with which all other wars sink into insignificance: taxation, such as the most 
heavily taxed people of former times could not have conceived: a debt larger 
than all the public debts that ever existed in the world added together ; the food 
of the people studiously rendered dear; the currency imprudently debased, and 
imprudently restored. Yet is the country poorer than in 1790? We firmly 
believe that, in spite of all the misgovernment of her rulers, she has been almost 
constantly becoming richer and richer. Now and then there has been a stoppage, 
now and then a short retrogression ; but as to the general tendency there can be 
no doubt. A single breaker may recede; but the tide is evidently coming in. 
If we were to prophesy that in the year 1930 a population of fifty millions, better 
fed, clad and lodged than the English of our time, will cover these islands, that 
Sussex and Huntingdonshire will be wealthier than the wealthiest parts of the 
West Riding of Yorkshire now are, that cultivation, rich as that of a flower-garden, 
will be carried up to the top of Ben Nevis and Helvellyn, that machines constructed 
on principles yet undiscovered will be in every house, that there will be no highways 
but railroads, no travelling but by steam, that our debt, vast as it seems to us, 
will appear to our great-grandchildren a trifling encumbrance, which might easily 
be paid off in a year or two, many people would think us insane. 


Every day brings the news of some fresh conquest in the realm of 
science, some new dominance of the forces of nature. In fact, we are 
beginning to discover that if we would only co-operate with nature a 
little more we should be a good deal better ‘off. Anyhow, the perusal 
of Macaulay’s paragraph should act as an economic vitaliser to’ any 
thinking man, and one that will do him far more good than a dose of 
quinine and iron tonic. 

Even as I write there is a feeling that we are round the corner and 
that the outlook is better. There is talk of a distinct recovery, for 
instance, in the textile industries, which are a good index to the general 
trade position. I see that Sir Charles Macara is even venturing upon a 
forecast of a regular “ boom ” in the cotton trade. In the City (at the 
moment of penning this paragraph) there has been a mild spurt, with 
quite a few good features here and there, so that the “ tape ” is ticking 
more busily and the record of “ business done ” is beginning to expand 
again. 
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Love of the “Tape” l 

A wonderful thing is the “ tape ” machine, that ticking index of the 
welfare of the world. To the open-eyed business man the “ tape” is 
as sure an indicator of the state of the body economic as the temperature 
is of the body physical. Now and then, you know, the “tape” will 
have its little joke, just as other institutions insist on doing. I have 
before me as I write a “tape” message which once startled the City, 
where a wife had attempted to murder her husband by cutting his throat. 
It was stated that “ but for the abnormal thickness of his 
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the man would certainly have died.” I have no reason to apprehend 
any similar assault in my own domestic circle, but if it should ever 
eventuate I hope there is the same abnormal thickness in my 
OARUREC8UMS, etc., etc., so that my life may be preserved for the 
continuance of these lucubrations. 


A “Tape” Poem 


On the other side of the Atlantic the “ tape ” is an even more familiar 
institution that it is with us. The machine itself is generally known as 
the “ ticker,” while the tape is the ribbon of news that flows from it. 
With us the whole machine is the “tape.” ‘Anyhow, it is loved and 
listened to in Wall Street, denounced from pulpits, and cursed at the 
meetings of the labour unions. And yet there is an unfailing romance 
about it which from time to time stirs the American poet into elaborate 
versification. Sometimes his lines are merely rubbish, reflecting a total 
ignorance of the function which the “ tape” fulfils. And sometimes, 
again, they possess almost the precision of a scientific treatise, written 
in rhyme and suffused with the vivacious, the enthusiastic, and the 
emotional. What, for instance, say you to this, one of the best things 
in business poetry that I have ever read ?— 


“ The hand is at the hour,” 
Said the ticker to the tape, 
“ When the land shall know my power,” 
Said the ticker to the tape. 
“ I shall stir the blood of men, 
That they heed my call again, 
To ascend the dizzy places, 
Where the heart that hazard faces, 
Wins to Fortune’s fair embrace,” 
Said the ticker to the tape. 


O Union Pacific, and Reading, and Steel ! 

Your song is the march of a nation’s weal. 
And I hurry the pace along ; 

An eighth, a quarter, three-eighths, a half, 

’Tis a maddening cup that my vassals quaff, 
And the market is active and strong. 
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My voice shall sound like a droning bee in the haze of a Summer 
noon, 
` And my message go forth to the South and the North, to be read 
like a curious rune, 
. For the people are breathing the fragrance of earth ; for its melody 
sinks in their ears, 
And their hearts are unfolding to gladness and mirth, forgetting the 
$ turbulent years, 
While the crooning waters are chanting peace to the toilers sated 
. with strife, 
And the loom of the world weaves wondrously the beautiful garment 
of life. 


My ticking shall burst on a frantic folk in clamorous peals of alarm, 

And my wheels shall clank from the Wall Street bank to be heard 
on the Kansas farm, 

For the fabric of Mammon is crashing down on the market places 
of men, 

And its reek shall rise through the seething air like the steam from 
a noisome fen. 

My knell shall tell like a passing bell of the stricken years of dearth, 

When labour unfed, for its children’s bread shall harry the restless 
earth. 


And Union Pacific and Reading and Steel | 
That the turn is downward of Fortune’s wheel, 
Like prophets of old shall shriek 
Seven-eighths, three quarters, five-eighths, a half | 
I hear a despairing and raucous laugh, 
And the market is active and weak. 


A Word About Moneylenders 


Apropos of what we said last month about making better use of 
your banker’s aid, I never can quite understand the vehement male- 
diction which is. always flung at the moneylender whenever his 
name and operations come into prominence. The mere fact. that a 
man has been accommodated at a “sixty per cent shop” is taken to 
justify an all-round condemnation of the very existence of these 
establishments. No doubt in many cases they are spider webs cun- 
ningly spread to catch the human fly. Still, in quite as many instances 
the moneylender really performs a useful function. Take the emer- 
gency where the client is honest but desperate. He is on his last 
financial legs. If he could get a few hundreds or a thousand he thinks 
he could retrieve the situation. But he has no security which a banker 
will look at. Consequently, he goes to a moneylender. That gentle- 
man, fully appreciating the risk, weighs up the personality of the client 
—this being the kind of psychological assessment in which he is a past 
master. He comes to the conclusion that his visitor is honest, and he 
resolves to stake the loan against the honesty. He knows he is running 
a big risk, and he charges 30 per cent for doing so. In the result, the 
client struggles to his feet again and ultimately makes good. If he 
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had been dependent solely upon the assistance of the banker, he must 
have gone under. The banker, bound by rigid financial canons which 
do not hamper the moneylender, would be absolutely precluded from 
extending a helping hand. I have often wondered why some organisa- 
tion of moneylenders does not call attention to the relative frequency 
of instances of the kind I have cited. But perhaps they think the less 
publicity the better. Your moneylender seldom calls himself by that 
name, or even by the patronymic which would indicate his association 
with a race driven by centuries of oppression into activities which have 
evolved them into the geniuses of finance. 


Losses Now and Then 


Now and then the transaction ends with a dead loss for the money- 
lender. That may happen where he lends as an out-and-out gamble, 
or against security which can only be so-called by an excess of courtesy. 
He has practically no recourse against the debtor. Such episodes are 
as rare as a successful bargain made with an Aberdeen Jew; but they 
happen. Then all that the moneylender can do is to reflect that if he 
had more accurately “sized up” the circumstances, he would have 
charged more for the money! As the butcher remarked when informed 
that one of his biggest customers had “ gone bung” that day: “If I 
had known I should never get the money, I would have charged him 
another twopence per lb. for his meat.” But, after all, these vindictive 
reflections go a very little way towards filling up the gap left in a 
creditor’s bank account owing to a misjudgment of the client’s per- 
sonality or prospects. As regards the moneylender, you may safely 
say that in the majority of cases his judgment is sound, or he would not 
survive. And I will undertake to affirm that in no small proportion 
of the transactions a business derelict has been towed into the port of 
solvency and refitted for a fresh voyage—and this in circumstances 
where the banker could not even have flung a lifebuoy to the struggling 
swimmer. 
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NOTES OF THE MONTH 


Broadcasting a Balance Sheet l 
STRIKING instance of the commercial use to which wireless tele- 
graphy is being put is to be found in the fact that the annual financial 

statement of the Goodyear Tyre and Rubber Co. was sent out by radio 

from the Pittsburg Broadcasting Station the same evening it was released. 

This is the first time in history that the financial statement of a large 

manufacturing concern has ever been given to the world by wireless tele- 

phony. The possibilities that lie ahead of business men in this country in 

regard to the use of wireless for disseminating commercial news are 

indicated by the extent to which it is being utilised in America. Stock 

and market reports are now being broadcasted daily all over the country 

by radio, and its tremendous value for propaganda purposes is being 

increasingly recognised by the powerful Rotary Clubs and Chambers of 
Commerce throughout the United States. 


* * * 


The Cotton Trade Recovery 

It is worth recalling, now that the beneficial effect of the increasing 
prosperity of the cotton trade is being widely felt, that the present 
position was foretold with remarkable prescience by Sir Charles Macara, 
Bart., in the February issue of this Magazine. At that time, when the 
cotton trade was in the trough of the depression, Sir Charles boldly 
declared in an article entitled “ Cotton Trade Boom Coming: Facts 
‘for Jeremiahs,” that “ Lancashire is bound to come to the top again, 
and will, before many months are past, have almost forgotten her present 
troubles in an abounding prosperity.” Many people thought Sir 
Charles unduly optimistic at the time, but his foresight is now clearly 
justified. 

VI 25—8 353 








Business - Organisation - and - Management 





Business and University Education 

The London School of Economics (University of London) Commerce 
Society has been formed in connection with the Degree of B.Com. (Lond.), 
in the academic year at the end of which the first graduates are due to 
appear. The degree was instituted by the University in response to 
the modern opinion that a higher standard of business education is 
essential in those destined for positions of responsibility, if British 
industry and commerce are to hold their own at the head of the world. 
How far the demand was actual and how far potential may be in doubt. 
The essential point is that the judgment of the business world was 
undoubtedly in favour of education for business. The degree was 
designed in consultation with the business world to provide it with men 
possessing ‘this education. It remains to be seen whether business men 
will act on their judgment, and adopt the degree in practice by employing 
the graduates—and employing them on a scale commensurate with 
their additional three years of age and education. 

Will it, from the economic point of view, pay them to do so? The 
graduate’s degree is evidence that he knows and understands the funda- 
mental principles on which business life is based ; that he is conversant 
with the commercial problems of the day ; and that he has the intelligence 
necessary to grasp and think clearly about these things. Is such a 
man likely to be worth more, in the long run, than ohe whose outlook is 
limited to the undoubtedly thorough but nevertheless severely restricted 
knowledge he has gained by doing, even for five years or more, a 
` progressive series of routine jobs ? 


* * * 


The Future of Commerce Graduates 


A man, of course, may have both—the wide vision and the technical 
experience. Such men are invaluable; but their needs are beyond the 
immediate care of the L.S.E. Commerce Society. The Society is composed 
of internal graduates—men whose full time for the necessary period of 
` years has been devoted to their commerce course. Aré these men likely 
to be worth more, ultimately, than men without their qualification ? 
` Are they worth, even from the purely financial point of view, preferential 
or eyen equal treatment in position and salary to those whose qualifica- 
` tions are that they know the routine work of the semi-automatic stages. 
of the business ? 

The answer to these questions should not be in doubt. No amount 

of “ experience ” will altogether compensate for the lack of the person- 

_ ality that makes for success in life. It is just that personality that 

-University life tends to develop—ability to work with one’s fellows, 

versatility, self-reliance. Coupled with this, the standard of intelligence 
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of which the degree is proof should leave no question that, given the 
opportunity, the graduate is capable of acquiring routine skill in a reason- 
ably short space of time. It is partly to advance that point of view, 
with intent to secure such opportunity, that the Commerce Society is 
in being. Its objects are formally stated as— 

(1) To study and discuss matters of commercial importance ; 

(2) To foster in the commercial world an adequate appreciation of 
the Commerce (London) Degree, and to promote and safeguard the 
professional interests of commerce graduates. 

The Society aims at being a professional association, but it cannot, 
for some years, pursue that aim on lines identical with those of older 
associations. It must. first assure the status of its members, and its 
main function at present is to forge the link between the supply of 
graduates and the demand for them, and to demonstrate the necessity 
for and effectiveness of that link. If there is any sincerity in the cry 
for business education, the Society’s task is not an impossible one. 





* * * 


Premiums on Share and Loan Issues 

The accountancy treatment of premiums on capital and loan issues 
has been and is to regard the balance, that is after deducting the expenses 
of issue including brokerage and underwriting commissions, as a reserve 
and to confine the use of such reserve to the writing down as may be found 
necessary or expedient of inflated or, perhaps, more properly in some 
instances, excessive book values of assets. This manner of disposal is 
an: attribute of sound finance. One-reads in a recent report a-loss is 
shown of £539,323 after allowing £250,000 for depreciation. To meet 
this deficit £750,000 is transferred from share premium account, which 
enables the balance of £54,954 (formation expenses) to be liquidated 
and provides six months’ interest on the preference capital, whilst £30,928 
remains to be carried forward, against £22,206 brought in. 


* * * 


Can Premiums be Treated as Profit ? 

From the point of view of issuer and subscriber a premium on capital 
is due to the successful experience of the company in earning substantial 
divisible profit and that such experience is, at least, likely to be main- 
tained. But this reasoning does not apply in all cases, as we have had 
entities which have made issues, but which have had no such experience, 
and sometimes the profit has proved: disappointing. 

We do not appear to have had any direct test case in law as to whether ' 


capital and loan premiums may be properly regarded as profit on revenue 


account. If it is illegal to treat premiums as divisible. profit, and a 
company included them in its profit and loss account, even if expressly 
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authorised by its articles, the proceedings would appear to involve a 
payment out of capital, for the pursuance of an illegal article means 
the performance of an illegal act, and payment of dividend out of capital 
is prohibited by law. 

In cases where the accounts are kept on the double account system, 
any premiums of the kind under notice would be credited to the capital 
account, and the directors may treat the expenses of issue as they think 
fit. Even if a company so keeping its accounts made a profit by some 
advantageous operation or agreement, say in the redemption of deben- 
tures or debenture stock, such a profit would be properly regarded as a 
profit on capital and not as profit on trading. 

An investment company whose accounts may be kept on the single 
account system generally confines its income, as shown on the credit side 
of its revenue account, to interest and dividends, less income tax, and to 
any subsidiary items of commission. 

* 


Bank Rate and the Money Market 


In relation to the money market the bank rate is now more or less 
a conventional standard, though it would appear that it receives some 
attention by bankers when considering the loans and discounts of 
customers. The: recent reduction in the bank rate has had but little 
effect on market rates, and the difference between bank rate and the 
market rate for short fine bank bills is still roughly 1 per cent: Pre-war 
quotations show a much narrower difference. At present the standard 
for Lombard Street instead of being the bank rate is that for Treasury 
Bills and Bonds. 


* x * 


Company. Prospectuses and the Banks  . 

The statement issued by a bank that it had refused permission for 
its name to be used on a recent prospectus is sufficiently unusual to serve 
as a warning to the small investor—that the name of one of the big banks 
on the prospectus of a company issuing shares or debentures to the 
public is no guarantee as to the company’s standing, merit, or solvency. 
Numberless investors believe that a bank’s name in such cases is a 
guarantee. In former years a somewhat similar misconception existed 
in connection with the revenue stamp on “ patent ” medicines, unscru- 
pulous firms hinting that the stamp was in a measure the seal of Govern- 
ment approval. Eventually these stamps had to be printed over to 
the effect that no Government guarantee, or otherwise, was implied. 
Banks, of course, do exercise some littlé supervision in such matters, 
but it should always be clearly understood that a bank is a business 
‘concern doing its best for its shareholders and “ depositors,” to each of 
‘whom it is responsible for “‘ dividends ” and safety of “capital.” Ita 
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new prospectus be carefully read—not just skimmed over for its salient 
points—there will usually be found a statement as to what it is proposed 
to do with the money subscribed, and tucked away in this statement will 
often be found the phrase “. . and to repay existing loans to bankers.” 

If the issue is not a success the bank will have to “ wait out of ” its 
money for a longer period, so that it has everything to gain by authorising 
its name as “ bankers ” in such cases. On the other hand, a bank, if 
asked, will never advise a client to invest money in a concern in which 
it has no great faith—even though its name is on the prospectus. The 
small investor should always seek expert advice before “ sinking ” good 
money in doubtful propositions. 


* * * 


Insurance for Company Directors 

Asan outcome of the recent disclosures concerning the higher manage- 
ment of certain companies now in liquidation, and of the measure of 
uneasiness felt by directors regarding their responsibility for the acts 
of defaulting colleagues, underwriters at Lloyd’s have now prepared a 
Directors’ Indemnity Policy which offers to directors of public companies 
protection against the risk of “ damages or loss arising out of negligence.” 
The proposal form states that the premium for a policy for £5,000 is £5, 
and for £10,000 £7 10s., and that “special quotations will be given for 
larger indemnities.” The risk of fraud is expressly excluded from the 
policy, which is intended to provide cover only for such measure of 
financial responsibility as may be held to attach to directors as a result 
of “ negligence,” in such cases, for example, as that of failure to check 
action on the part of a managing director which might be considered 
to have contributed to the downfall of a company. Exactly what this 
degree of legal liability amounts to is a matter for determination by 
lawyers, and the terms of the policy have been drafted in ‘conjunction 
with counsel. 

* * * 


Bankrupt Labour Policy 

Mr. Austin Hopkinson, M.P., head of the Delta Mining Machinery 
Works, Guide Bridge, Manchester, has won a reputation for almost 
quixotic self-sacrifice and for the fearless utterance, both in and out of 
Parliament, of economic truths, however unpalatable they may happen 
to be. .Heisa very pungent critic of labour policy, and he is occasionally 
equally severe on his brother employers. There is, however, a tonic 
quality in Mr. Hopkinson’s criticism which makes it always welcome, 
- and his whole-hearted sincerity in the rôle of candid friend of both sides 
is not in doubt. ; 
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In a recent address, characteristically entitled “ Capital, the Only 
Friend of the Workers,” delivered before the members of the London Iron 
and Steel Exchange, he declared that the labour party was down, out, 
and bankrupt, and that all those old ideas of State Socialism had 
absolutely gone. It had beén tried on the unfortunate worker with a 
bad result, and the labour leaders, who, after all, were not such fools 
as one might believe from their speeches and writings, did not know 
which way to turn for a policy. What those engaged in industry should 
help the worker to see was that, instead of capital being held by a few, 
it should be held by as many as possible. The leaders of industry must 
give up some of their own power and try and help the workers themselves 
to become capitalists. That was the real solution of the present state of 
affairs in the industrial world. They must teach the worker that he 
could not get economic freedom until, in addition to the capital which 
he had in his trade union, he was able himself to be the holder of capital 
for industrial purposes. They must, therefore, aim for that Utopia 
which consisted of a condition in which every capitalist was a worker 
and every worker a capitalist. E 


* * * 


A Pricked Bubble 


There is no doubt that Mr.’ Hopkinson, in his own vigorous style, is 
here inculcating sound economic truth. The bubble of Marxism has been 
definitely pricked, and there has been a sort of volte face in the attitude 
of many trade unionists towards the principle of capitalism. They now 
recognise that the operation of this principle is not, of necessity, a menace 
to the well-being of their class, but that on the contrary it represents the 
channel along which flows a stream of energy essential to the life and 
progress of the community, and one that is capable of such direction 
and control as will render it more and.more at the service of the com- 
monweal. In other words, the principle of capitalism is a living and not 
a moribund principle, and when labour comes to recognise that its 
opportunity lies in utilising and not attempting to suppress capitalism, 
the day of its economic freedom is at hand. Evidence accumulates that 
the workers are beginning to appreciate this fact, and the striking 
declaration of Mr. J. H. Thomas, at the annual conference of the N.U.R. 
at Bradford, last month, is significant. Mr. Thomas said he joined issue 
with those who declared that the only cure for unemployment was the 
abolition of the capitalist principle. For four days in each week we had 
to import the food that kept us, and we could only pay for that food by 
exports. If this country abolished the capitalist system and it was not 
abolished throughout the world, then we should be in a worse position 
than we were to-day. 
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The Nemesis of Nepotism 


Many a shrewd lesson for students of management can be drawn from 
the teaching of modern psychology. For example, Dr. Bernard Hollander, 
addressing the annual meeting of the Eugenics Education Society the 
other day, said that “ it is well known that the sons of wealthy self-made 
men are often wasters—generally, however, from mental defect—lacking 
the capacity for industry, commercial ability, and the love of possession 
for possession’s sake. Sometimes their mental weakness is very marked, 
rendering them ‘easy prey for the unscrupulous.” It is the very natural 
predilection of any parent to provide his son with a safe and remunerative 
job if it is within his power to do so, and this tendency has given rise to 
a good deal of grumbling about the power of nepotism in business life. 
But that this policy is not without its own very grave risks is evident, 
and Dr. Hollander’s remarks go to prove that merit and not influence is 
the quality that counts in the long run. 


* * * 


Better Times Coming: Optimism at the Board of Trade 
“I do not anticipate what is called a ‘ boom,’ but I do look forward 
to what is much more valuable, a slow and steady improvement in all 
our various industries. There are unmistakable signs of this gradual 
improvement of trade.” This optimistic and positive declaration by 
Mr. Stanley Baldwin, President of the Board of Trade, to a newspaper 
interviewer; is a most encouraging augury of better times to come. No 
one is better qualified than Mr. Baldwin to express an opinion on trade 
tendencies—no one has equal sources of information at his command— 
and his well-known reputation for caution is a guarantee that his optimism 
is well founded. It is worth noting, he says, that those industries have 
faced the situation best which have got down to a sound economic basis ; 
and he instances the coal trade which, not without tribulation, was one 
of the first industries to get down to a really sound economic basis, with 
the result that it has got back its export trade in a way that no one at 
Christmas last would have dared to predict. He admits that the miners 
are passing through an awfully difficult time, but says that if the home 
demand for coal, following upon better conditions in other trades, 
advances in anything like the same degree as the export trade, we may 
confidently look for brisk business, and the possibility of better 
employment and higher wages for the miners. l ; 


* * * 
A Problem of the Future ~ hee 
Mr. Baldwin strongly supports the proposals made by Mr. Amery for 


Empire settlement. “Our greatest hope lies in developing our’ own 
359 





Business - Organisation - jid Manaren 





Empire,” he says. “ For, disguise it as we may, we have to face the fact 
that this country is over-industrialised. We live in a small island, which 
only produces about one-fifth of the food we require. And we depend 
entirely on our export trade to enable us to pay for the other four-fifths.” 
It is because of this fact that he urges the necessity of moving some of 
our surplus population to other parts of the Empire, where they will 
have better opportunities of reaping the fruits of their own industry, 
and where they will create new markets for British industries. 

This is the grave problem which, perhaps more than any other, is 
beginning to exercise the minds of economists. If we are really over- 
industrialised, as Mr. Baldwin says, can we much longer continue to 
support our large population in the standard of life to which they have 
been accustomed ? The spirit of ultra nationalism which has manifested 
itself since the war, leading to the imposition of heavy tariffs, designed 
to make each country self-supporting as far as possible, results in the 
serious limitation of our overseas markets, and its reactions are a discon- 
certing reminder of our absolute dependence upon export trade. If 
our foreign customers and competitors continue to surround themselves 
with tariff walls after this fashion, which tend to become more and more 
impassable, we shall be driven in upon the resources of our own Empire 
to a far greater extent than at present, and the emigration problem will 
then become of the most urgent and vital importance. 


x * * 


Health Administration in the States 

“ Organised health administration represents the latest means adopted 
by American business and industrial experts for securing the greatest 
possible efficiency in the offices and factories,” says a New York contri- 
butor to the recent noteworthy American Supplement of the Times. 
Its aim is the elimination of loss caused by preventable sickness. How 
large this loss actually is was hardly suspected until it occurred to the 
manager of one of the branches of the Retail Credit Company, a great 
commercial organisation, to inquire into the question of how much of the 
sickness which occurred among his staff was entirely unavoidable. To 
his astonishment the medical authority reported that probably between 
70 and 80 per cent of the illness suffered by the staff during one year 
could have been prevented by the employment of simple precautionary 
measures—measures no more elaborate than such things as sufficient 
exercise and rest, sensible living habits, and proper food and drink. 
Obviously, the total loss to the company through preventable sickness 
among several thousands of employees must have amounted to a huge 
sum. A health department was organised, and in its first year’s working 
it reduced the amount of preventable sickness by 57 per cent. The 
Vice-President of the Retail Credit Company has since stated that 
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“when avoidable physical defects and faulty conditions of living are: 
systematically corrected, productivity is enormously increased. At 
bottom, this is merely a question of applying ‘ horse sense’ to a common 
business problem.” The Times writer adds that dozens of heads of 
great businesses have put systematic health administration into practice 
with highly beneficial results, and are profiting by the knowledge, once 
ignored, that good health is very largely a question of bestowing upon 
the human body just that amount of care which is customarily given to 
- valuable machinery. 

* * 


x 
Welfare Work of the Future 

It is evident that the activities of the health department, as it is 
understood in America, closely resemble those of our own welfare depart- 
ments, but they come home to the individual employee perhaps a little 
more closely. For instance, the department examines every candidate 
for employment from the standpoint of mental and physical fitness for 
the work in view, and every member of the staff, from the managing direc- 
tor downwards, is also examined twice every year. Health propaganda 
is circulated, and the department is consulted in all cases where employees 
or departments develop inefficiency In many of the larger offices a 
physician is constantly in attendance, and dental and also optical clinics 
are in operation. Obviously, the whole-hearted co-operation of the 
staff is essential to the success of the department, and it is always empha- 
sised that the object sought is not philanthropy, or paternalism, but 
efficiency and nothing else. Whether welfare work could safely be’ 
carried to such lengths in this country without exciting suspicion is 
doubtful. All the self-styled champions of the Englishman’s precious 
liberty would probably seek to discredit the motives of any management 
which attempted it. There can be no question, however, of the enormous 
benefits which would accrue if in our large factories the health of the 
personnel were studied with such admirable thoroughness. Few of us 
are quite as healthy as we might be. But we are finding out that ill- 
health and low physical efficiency in the individual worker mean waste 
and inefficiency in the workshop, and therein lies hope for the future. 
And the welfare work that has survived the slump in trade has come 
to stay, and will develop in many unexpected directions in the prosperous 
days that are to come. 
* * 


The Fall in Railway Rates 


As has been foreshadowed in these Notes, the railway companies 
have found themselves unable to resist the agitation of the big organ- 
isations of traders for an all-round reduction of railway goods rates. 
Important negotiations between the Federation of British -Industries 
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and the railway authorities, which have been proceeding for several 
months, have resulted in an agreement whereby the English and Welsh 
railway companies have conceded a substantial general reduction on 
goods traffic, the rates being cut from 100 per cent above pre-war charges 
to 75 per cent as from the Ist August. This amounts to a net reduction 
of 124 per cent of the present gross charges. Flat rate increases are 
reduced as follows: ls. to 6d., 9d. to 4d., and 6d. to 4d., the 3d. flat 
rate being unaffected. The rate for smalls is reduced from 150 per cent 
to 100 per cent above the rates in force on the 14th January, 1920. 
Perishable and other merchandise carried by passenger train is not 
affected by the present reductions, and it should be. noted that the 
Federation has undertaken not to apply for a further general reduction 
for twelve months. The Scottish railways are not parties to the agree- 
ment, but negotiations are continuing with them which, it is anticipated, 
will result in a satisfactory settlement. The reductions, by which the 
interposition of the Railway Rates Tribunal is avoided, will undoubtedly 
assist the trade revival, of which there are many encouraging indications. 
The saving in transport costs resulting from the new rates will be 
considerable, and should be reflected in a further fall in the cost of many 
articles, and this will provide an effective stimulus to demand. It is 
understood that negotiations are proceeding to secure a reduction in g 
rates for merchandise carried by es train. 


The Spirit of eee 


ĄMEOUCH wretched weather kept many away, there was, nevertheless, an 
encouraging gathering of supporters of the national movement towards a 
Christian Order of Industry and Commerce, at the annual meeting which was held 
at Gresham College, Basinghall Street, E.C., on the 5th of last month. Sir James 
Martin, the eminent accountant, presided. Excellent addresses were given by 
Mr. John Murray, M.P. for West Leeds, who spoke on ‘‘ Obstacles to Industrial, 
Peace,” and by Mr. Angus Watson, Chairman of Angus Watson & Co., Ltd., 
Newcastle-on-Tyne, on ‘‘ Ideals in Business.” 

At the subsequent business meeting, Mr. Sydney W. Pascall, Chairman of the 
_ General Council, occupied the chair. The annual report showed that a good deal 
of propaganda work had been carried on since May of last year, when the movement 
was inaugurated. In January last the society took a permanent office at 24 Great 
Russell Street, W.C.1. Valuable addresses under its auspices had been given in 
London, while the chairman and other officers had also addressed meetings in 
the provinces and in the London suburban area. Some 7,000 copies of an explan- 
atory pamphlet had been circulated among business people, and the council had 
drafted a simple description of the objects of the movement, which included the 
following: “ Industry must be regarded primarily as a national service. Employers 
and administrators, in common with all engaged in industry must be animated by 
the Christian spirit.” The society is badly in need of funds, and the treasurer’s 
statement showed that whilst the receipts for the year were £539 6s., and the 
expenses £531 19s., leaving a credit balance of £7 7s., there were outstanding 
liabilities to the end of June amounting to about £70. ‘A new general statement 
of policy, which had been drafted in the light of experience gained during the 
year, was unanimously adopted. f 
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Industrial Structure 
VHI. Railway Administration 


By AN OcossIONAL CONTRIBUTOR 


f Business organisations which shrink from publicity for their methods have much 
to learn from the administration of railways, declares the writer. The main problems 
offrailway transportation and staff control have always been frankly discussed, very 
much to the advantage of the railways. Valuable hints are to be gained by directors 


and managers of other business enterprises from the writer’s comparison of the 
results achieved by the American divisional system with those of the English 
departmental system of control. : 





i one of the New York financial journals recently there was a 
remarkable article on the Van Sweringens. It seems that two young 
men of this name, who are known in their native Cleveland, Ohio, as 
“O.P.” and “ M.J., set out in 1905 to draw the attention of their 
fellow citizens to a sharp ridge, or series of hills, behind the city in the 
direction of which the city was bound to grow. They managed to get 
` together a little capital and by buying options on this ridge they were 
able to buy out some 2,000 acres. They suggested to a local railway 
company that a track should be run to the hills, but the suggestion was 
not entertained. Accordingly they gathered a little more capital and 
laid rails of their own and agreed to pay the local railway company to 
run cars. The idea developed with amazing rapidity and soon they 
were able to buy out a complete railway, which entered the city at a 
suitable point and they joined it to a line from the heights in question. 
Later on there were further developments and now we find these two 
young men, warmly supported in Cleveland, buying out other railways 
and being described as the present-day “ Harrimans.” The whole story 
is told in an entrancing way in a recent issue of Commerce and Finance, 
from which a striking paragraph may be quoted: “ Heretofore, transpor- 
tation to the Van Sweringens has meant only a means to an end. ‘There 
are those close to them who feel that they have not changed in this— 
that in acquiring railroads they perhaps are simply preparing for a 
future day, when they believe great numbers of people will live in the 
country, and go back and forth every day to the cities to work.” It 
isnot anewidea. It was once said to bea Harriman idea. But probably 
the Van Sweringens have conceived of it on a grander scale. Their 
conception is not that of a merely radial system running a few miles 
into the country, but of vast trunk lines connecting cities and opening 
up residential areas here and there with swift communication. 
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Railway Administration Welcomes Publicity 

It is remarkable that like the Harriman idea the Van Sweringen idea 
is associated with certain principles of railway administration. When 
we are striving to open up frank discussions of industrial administration 
we are usually met with the objection that individual organisations do 
not like to make their methods public. They have much to learn from 
the administration of railways. The student of that entrancing subject 
can readily obtain information. The central issues are frankly discussed. 
There are books in every language describing the industrial structures 
of the larger railways. Such a book as Ratlroad Administration, by Mr. 
Ray Morris, is a storehouse of fact, and the new edition of 1920 is 
` particularly useful. There is a valuable volume in the series of the 
Annals of the Academy of Political and Social Science. The English 
Railway Gazette discusses various aspects of this issue. Several university 
professors in America, such as Professor Johnson, have made railway 
transportation and the methods of administration almost into an academic 
subject, and our late guest, Professor Hadley, in his Economics, used rail- 
way rates and railway control and the relationship of railways to labour 
as types of his fundamental discussions. It is very remarkable that rail- 
ways should differ in this way from all other.industries. No one can say 
that railways have suffered from this treatment. We all know the broad 
outlines of the discussions of the departmental and the divisional systems. 
It is not difficult to discover the divisions of responsibility which are 
characteristic of English railways and those which are characteristic of 
most, though not all, American railways. No one can discover the 
same facts about ironworks generally, or ship-building yards. The fact 
that railways in England and in India have been responsive to this 
publicity and have readily re-adapted themselves to the new conditions 
is the surest indication of the value of this public discussion. Industrial’ 
structure is further advanced as a scientific procedure in railway manage- 
ment than in any other aspect of industrial life. Moreover, it is less 
rigid, more adaptable to changing conditions, more mutually impressive, 
so to speak, between one railway and another. 


Fundamental Principle of Railway Organisation 

There is a quotation in Mr. Morris’s book from an address given at 
the New York Railroad Club dealing with the fundamental organisation 
of a large railroad. ‘‘ The co-ordination of so many units in so great a 
variety of territory, the maintenance of discipline among an army 
averaging over 80,000 officers and employees, the conduct of affairs 
which of necessity overlap jurisdictions of general managers, the duty 
of reporting conditions and results to the president in New York, all 
demand the utmost possible legitimate information promptly reaching 
the responsible head, the director of maintenance and operation. His 
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office is administered upon the theory of a minimum of direct action 
made possible by a maximum of information, he assisting each one of the 
units below from the bounteous lessons of experience furnished by all.” 
These words deserve to be written in gold. They are the very heart 
of true industrial administration as of railway administration. There 
must be “the minimum of direct action ” from the top downwards ; 
there must be “the maximum of information” from below upwards. 
This is the central truth of what is called the divisional system in 
America. It sets out to divide up the vast railways into divisions, each 
of them with a responsible head. The departmental system which was 
characteristic of English railway practice runs the risk of having a 
functional man at headquarters operating so far as his function is 
concerned all down the line. Now it is quite possible that there is much 
to be said for the departmental system if only it is applied in such a 
way that it need not always be interfering with local responsibilities 
definitely held by an individual. The more recent American criticisms 
recognise this fact and more than that they recognise that in a smaller 
country there must be modifications of the divisional system. Yet it 
is true that in England there has been an over-emphasis of the expertness 
of the specialised technician. It was the American railways which 
brought to the front the idea of the science of management. They 
showed that whether or not the divisional system is the truest way of 
bringing it about, yet there is a necessity for local responsible manage- 
ment, just as scientific in its general use of the science of management 
as the electrician is scientific in his special use of the science of electricity, |. 
and that to this divisional or local manager the scientific experts should 
at least be contributory, even if they are not actually subordinate. 
Thus, Mr. Morris says: ‘‘ The North-Eastern, which has been the most 
advanced of all British railroads in its desire to work out a scientific 
plan of organisation, has in effect copied American practice in the appoint- 
ment of three divisional superintendents, each one of whom has charge 
of. one section of the entire system, including, roughly, the supervision 
of all the work on his section, except that of the mechanical engineer.” 
In 1909, he points out, on the Midland railway another step was taken 
in the division of the mechanical department whereby there is a distinc- 
tion between motive power, when in service, and the responsibility of 
supplying and repairing the equipment. These are stated not so much 
with the intention of arguing that there has been an imitation of the 
American system, but as showing that the English departmental system 
has its adaptability. 


Distinction between English and American Schemes 
. Still, the point which is of chief value in the study of industrial 
structure is that a distinction is drawn between the application: of 
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standards of working and the actual operation. Here is an extract 
from a diagram which.shows how the expert is correlated to the 
management— 


CONTROL OF THE TRACK LABOURER 


. ENGLAND AMERICA 
General Manager : President 
Vice-President 
Chief Engineer Operating and Maintenance 


General Manager 
Assistant Engineer 


General Chief Engineer 
Superintendent 
Permanent Way Assistant 
Division Engineer Main- 
Superintendent tenance of Way 


General Assistant 





i | Division Engineer 
Inspector of Way and Works 
Foremen 





Roadmaster 


Foreman 
Track Labourer 


Track Labourer 


The American diagram needs some elucidation. At first blush it 
seems that the English is simpler. So it is, but it is a dangerous 
simplicity. At once we branch out from the general manager into the 
scientist. He carries out. There is no local authority to govern the 
operations in their relation to the operations of the road. Now if we look 
at the American scheme we shall see that while there is a devolution of 
authority from chief engineer to engineer of maintenance, and to 
division engineer, it is a devolution of standards of method, and side 
by side with it is another devolution, at each stage, of operating authority. 
This functional division meeting at each point keeps the control of the 
operations in harmony with the paramount needs of transit, and achieves 
the end which we laid down as a principle that while the maximum 
information goes upward the minimum direct action comes downward. 
Frictions will be resolved, or attempts may be made to resolve them, at 
each stage between the labourer and the general manager or chief 
engineer, and, of course, these frictions will be resolved by definite 
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regard for the interests of the operation of the line, since this is the prime 
responsibility of the general superintendent :and of the division 
superintendent subordinate (as regards a division) to him. 


A Lesson for Industrial Administration 


There can be no doubt that herein we come to one of the , great 
problems of industrial structure, and it is of enormous value to see how 
it has been met in railways which, perhaps, have the issue between 
‘management of operations and expertness of technical science more 
acute than in other aspects of organised industry. Much the same 
solution has been adopted by the American Telegraph and Telephone 
‘Co., who are equally frank about it. The case has its analogies with 
large industries which have a number of factories in different places. 
In England the general method has undoubtedly been the departmental, 
whereby the scientific procedure is laid down rigidly at headquarters and 
local control has been a meagre affair, having limited authority and 
often, for that reason, having limited means of attracting and encouraging 
the interest of the workers. It may be that railways were the pioneers 
in putting the technician in a new position, where he is less autocratic 
in respect of operation but where he is even more valuable in that he 
places his scientific and technical skill at the service of expert manage- 
ment, not to be used without careful correlation, that is to say without 
placing the full management needs before the technician for his careful 
study from his own point of view, but afterwards using his contribution 
as an enlightened contribution of specially high value to the wider science 
of management. “It will be found that this correlation applies not only 
to science, but to other aspects, and, in particular, labour. It is significant 
that in the new railway methods of consulting labour (in which England 
and not America is the pioneer) the basis is the divisional system, with 
representation from headquarters. The truth is that we need to realise 

-that the devolution of powers must be a real devolution and that it 
must be accompanied by the devolution of knowledge and expert assis- 
tance, which will enlighten it at each stage. It is this lesson which 
industrial administration has yet to learn from railway administration. 
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Masters and Men 


By Denis L. PERRY 


After-thoughts on the Engineering Dispute 


Employers will find much food for reflection in this thoughtful article. They 
will agree with Mr. Perry that “ Only by an honest attempt at co-operation can a 
way be found out of the present unhealthy and distressing conditions.’’ He suggests, 
that while the unions are unfitted to take over even part control, they should be 


encouraged to become partners in industry, and that co-operation should begin in 
the workshop. Special attention is drawn to the progress which has been made 
along these lines by Hans Renold, Ltd. 





HE lock-out by the Engineering’ Employers’ Federation of, first, 

the skilled workers belonging to the Amalgamated Engineering 
Union, and later, the members of fifty-one other unions, did not attract 
the public attention which was accorded to the coal disputes because 
its effects were not so acutely felt by others than those immediately 
concerned. There can be no question, however, that.the community 
as a whole has suffered considerable loss owing to the inability of the 
employers and the manual workers to come to a satisfactory and reasoned 
agreement ; and it is obviously necessary, if similar disastrous conflicts 
are to be avoided in the future, that the conditions which make them 
not only possible, but almost unavoidable, should be investigated and 
altered. 

The present relationship between the: employers and the trades 
unions is one of warfare; but it has not always been so and it is not 
necessary that it should be so—indeed it is vital that it should mot be so 
if industry is to prosper. The management and the workers are both 
essential parts of the industrial machine, and the maximum efficiency 
can only be attained if they work together in harmony. The war spirit, 
the spirit of distrust and suspicion, cannot produce that harmony, and 
must be replaced by a spirit that can. The question is, how ? 

Socialist extremists urge that by scrapping the employer the present 
discord would be avoided. Capitalist extremists, thinking along similar 
lines, urge the scrapping of the trades unions. But sensible men realise 
that both courses are idle dreams—a single note is certainly no discord, 
but neither is it a harmony. 


Industrial Relationships in the Past l 
What has been the relationship between the management and the 
unions in the past? Has it always been antagonistic? Is there any 
essential reason why it should be antagonistic? And, if net, how to 
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alter the present conditions which invite such disasters as we have seen 
recently ?>—these, it would seem, are the questions which must be 
answered. 

The first two are a matter of history. The trades unions were in their 
origin undoubtedly organisations for revolt and conflict with the 
employers, and they were opposed as such. 

As time went on, however, it became apparent to all but the most 
short-sighted employers that the unions had their uses. Although 
collective bargaining added to the power of the workers to enforce their 
demands it also helped the employers by giving them security. And 
the influence of the unions was found to be, on the whole, conservative 
and restraining rather than provocative. 

For a time, therefore, the attitude of the employers was certainly 
not antagonistic ; and it is noteworthy that in cases where a progressive 
and sympathetic spirit was shown by the masters, it almost invariably 
evoked an equally responsible and understanding response from the men. 

Our third question, therefore, in part answers itself. We may say 
definitely that there is nothing inherent in trades unionism to provoke 
the antagonism of management. Equally true is it that the workers by 
co-operating with the management in the improvement and evolution of 
industry are not thereby false to their ideals. Indeed, we shall attempt 
to show, as a reply to our last question, that only by an honest attempt 
at co-operation can a way be found out of the present unhealthy and 
distressing conditions. 


The Future: Facts for Employers 

Following the period when, by securing to management the so 
necessary freedom from sporadic disputes, the trades unions were 
undoubtedly a factor in the success of industry, have come the conditions 
of to-day ; and employers must decide, and decide quickly, what attitude 
they propose to take up. 

Like Canute, they can say, “ Thus far and no further” and, unlike 
Canute, they no doubt have the power to enforce their will. But that 
they would be wise to do so, we do not believe. Trades unionism is a 
living organism and as such is subject to the laws of growth. It must 
evolve, and mature, and be born again, and if its growth be forcibly 
arrested it must die. We cannot live the future in the past, however 
golden that age may now appear to us, and a panacea for the ills of 
to-day is not to be found by forcing the unions back into the position 
they occupied ten years ago. That can doubtless be done, but if it is 
done then the unions will be killed and the workers will turn, with 
embittered feelings, to some other line of attack. 

The other alternative is to encourage the unions to transform them- 
selves into a useful partner in industry, and it is along these lines that 
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some of the most hopeful experiments are being made at the present 
moment. The engineering dispute has turned upon the “right to 
exercise managerial functions.” That there is no vital principle at 
stake is clearly shown by the fact that practically all employers have 
to-day surrendered something of what twenty years ago they would 
have considered essentially “ rights”; and it is significant for our 
purpose that those firms which have gone furthest and most boldly 
along these lines are exactly those which obtain the most loyal and 
hearty support from their employees. = 


Partners in Industry 


We have said that the alternative to killing the unions is to encourage 
them to become helpful partners in industry. This must not be mis- 
understood as a suggestion for dualcontrol. The most ardent Communist, 
Socialist, or any other “ist” will admit that the unions as at present 
constituted are not in a position to take over even a part control of 
industry ; and under present conditions the only possible line of advance 
is that which takes the workshop as the unit. 

There is a very good reason for this. 

No scheme for co-operation between employers and workers stands 
the remotest chance of success unless it is accompanied by a spirit of 
mutual trust and confidence ; and common sense suggests—and history 
confirms—that this mutual trust can be most easily developed in the 
individual workshop. Collective action, whether on the part of the 
workers or the employers, while lending power in case of a dispute, 
does also, unfortunately, increase the difficulty of accommodation 
between the two parties by removing the personal touch, which is so 
helpful in creating trust and confidence. A federation must always 
seem a cold and antagonistic body, while it is usually possible to feel 
that individual managers and workshop committees, however mistaken, 
are at bottom good fellows, 


Psychology 

While, however, the workshop is the unit within which co-operation 
can be most easily begun, it does not follow that the beginning is itself 
easy. Many intrinsically excellent schemes for Workshop Committees, 
Joint Councils, Profit-sharing and the like, have proved useless, because 
the necessary trust and confidence on the part of the workers have been 
lacking. 

Deplorable as this is, it is a fact which has to be faced. Each firm, 
in the institution of such schemes, will be confronted with problems 
differing in some respect from any others, and success will only be 
attained by an understanding of the psychology of the workers and the 
consequent creation of a favourable atmosphere. 
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Masters and Men 


The firm of Hans Renold, Ltd., the well-known chain manufacturers, 
has gone perhaps further than any other engineers along these lines, 
and we.are indebted to Mr. C. G. Renold for much information on the 
subject. Those interested in the details of the scheme may be referred 
to his little handbook, Workshop Committees (Pitman’s). We are more 
immediately concerned here with the steps by which the present scheme 
in force at these works has been evolved. 


The Hans Renold Scheme 


As in the majority of cases, the foundations of the present edifice 
were laid by the formation of a committee, some twelve years ago, to 
look after the extra-mural activities of the workers—sports, recreations, 
etc. A yearly grant was made by the firm, the spending of which was 
left entirely in the hands of this committee, which consisted solely of 
workers. Thus from the start an atmosphere of trust and confidence 
was inculcated. 

Some years later, during the difficult time of the war, a real workshop 
committee was instituted by the firm, and almost concurrently a shop 
stewards committee was started by the employees. For a time these 
two committees existed alongside; but they were eventually amalga- 
mated, and one committee now fulfils the duties of both. This committee 
is arranged on a departmental basis, and each trades union worker has 
a vote in the election of the representative or representatives for his 
particular department. 

From the beginning it was realised that there is, and must be, a 
management side and a workers’ side to most workshop questions, and 
it was wisely decided frankly to recognise the fact. The workshop 
committee was allowed to meet in private, not jointly with the manage- 
ment, and a sub-committee was appointed to meet the management for 
discussion on necessary questions. Within certain limits, also, members 
of the committee were permitted to discuss and transact their business 
-in shop hours, and facilities were given for meetings, clerical work, and 
so on. 

As a further aid to the frank discussion of shop politics, foremen were 
excluded from the workshop committees ; and this led at a later date 
to the formation of a Foremen’s Committee and a Staff Committee to 
watch the interests of their particular constituents, representatives of 
these latter committees attending the joint councils between management 
and workers. 

. These joint councils, following on the free discussion in private by 
the workers only, have proved that, given the necessary confidence in 
the bona fides of each side, practically every question that arises is 
capable of amicable solution. Only once in the whole history of the 
scheme was it found impossible to reach an agreement—and on that 
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occasion the public opinion of the workshops as a whole quickly brought 
the recalcitrant department to its senses. 

As a subject where the interests of the management and the workers 
were really identical, a joint committee was formed to superintend the 
educational facilities offered by the firm; and this further opportunity 
for a personal touch between the management and the workers has 
proved of immense value. 

Last, but by no means least, a special Workers’ Committee has been 
constituted to deal with a profit-sharing scheme recently set up. Profit- 
sharing schemes have, of course, been in force in many works ; but the 
Hans Renold scheme is, we think, unique in one direction—there are 
no secrets. The special workers committee is given full financial informa- 
tion from month to month and is therefore in a position to take, and 
does take, an intelligent interest in the firm’s progress. The man who is 
given a yearly bonus and told to ask no questions but be duly grateful 
will most probably not even say thank you. But the man who has 
watched that bonus growing, or fading, has lent his aid perhaps, and 
has acquired a real insight into the running of the whole business, feels 
himself to be something more than a mere cog in the machine, feels that 
he has, to some extent at any rate, control over his destiny, and bonus 
or no bonus, is by so much the richer, and by so much a happier and 
a better workman. 


Conclusion 


From the workshop to the district ; from the district to the industry ; 
is progress possible in this direction? Are the unions prepared to make 
the constitutional changes which are essential for such progress; and 
how can the forward movement on both sides be best assisted ? These 
are questions which only the future can answer definitely. But they 
are problems worthy of consideration, and problems which must be not 
only studied but solved if there is to be an industrial future at all. 
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Every British trader should read this able attempt to solve the amazing riddle of 
Germany—to reconcile her abounding industrial prosperity with the tumbling mark. 
a ee 


Germany's Trade and Our Markets 


By E. Susrpy Dann, B.Com. (Birmingham), A.O.1S. 


This valuable article was written as a result of a personal investigation in Germany 
undertaken for Mr. T. B. Johnston, J.P., Chairman and Managing Director of 
Pountney & Co., Ltd., Bristol, and Chairman of the Great Western Cotton Co., Ltd., 


Bristol. It is a remarkable revelation of the astuteness with which Germany is 
defeating the Allies’ policy, and turning the present abnormal conditions of trading 
to her own advantage. 





6 ie position in Germany is greatly misunderstood, because the 
investigations have been either extremely superficial, or carried out 
by persons with Party axes to grind. The problems are deep, and to get 
the truth one must grope right beneath the surface. 


Signs of Prosperity in Germany 

Let us consider, firstly, the position of German commerce, and the 
trade of the world. Many people have the impression that Germany 
is swamping the markets, and dumping goods in all countries. British 
manufacturers are making feverish cuts in wages in an endeavour to 
reduce working costs, in order that they may compete. An examination 
of conditions shows us Germany with thriving industries, and, outside 
that country, widespread unemployment. The most natural conclusion 
is that Germany has increased her output, and is supplying the needs of: 
the world. In March of this year the unemployment figure amongst 
trades unionists was 1-1 per cent. Thisis the lowest peace-time figure so 
far as statistics are available, and really represents the unemployable. 
In November last the unemployment amongst trades unionists of the 
following nations was— 


Great Britain . - 15-9 per cent Sweden . . . 28-7 per cent 
Belgium . x . 139 vi Norway 3 . 157 > 
Denmark . 7. 208 Canada . R . 111 8 


Germany 1-4 per cent. 


These figures are sufficiently comparable to illustrate the favourable 
position of Germany, and how much worse off were some countries 
than ourselves. As the lowest percentage for Germany during 1913 and 
1914 was 2-3, the deduction that Germany is producing more than before 
the war seems obvious. The opinions supporting this point are strength- 
ened by the facts that Germany is full up with orders for months ahead, 
and that her factories are working hard. Many observers report that 
prosperity is apparent everywhere. 
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Why German Output is Smaller than it Looks 

It is not the purpose of this article to prove that German industry is 
not thriving. That contention would: be absurd. The object here is 
merely to examine the condition of trade and industry, and to demonstrate 
that far from Germany swamping the world with her goods, she is actually 
producing less than she did before the war. 

Take the figure of workless trades unionists. This is misleading, 
firstly, because the working day has been reduced from ten to eight hours. 
Secondly, because even this eight-hour day is considerably curtailed. 
(In the-coal-mining industry the actual working time is only about five 
and a half hours per shift.) Thirdly, because of the existing prosperity 
most offices are absurdly overstaffed. This gives rise to an element of 
“invisible unemployed.” The following is a good example: The 
number of German bureaucratic officials, compared with 1914, has 
increased 49 per cent—this in spite of the reductions in the Army and 
Navy. 


Prosperity and Poverty 


Consider next the prevailing prosperity. This is caused mainly 
by the huge profits on the export trade. These gains, instead of being 
taxed, are allowed to remain in the pockets of the capitalists, and this 
class is undoubtedly very well off. The professional classes are poverty- 
stricken, and some of the prosperity of the other people is due to this 
fact. 

Some of the general air of industrial bustle is caused by the fact 
that a certain quantity of coal has to be set aside for reparations, and 
is sent to France. This seriously hampers German industry, and many 
factories have to work short-time. These reparation deliveries also 
affect the supply of wagons, and the truck shortage again causes part-time 
working. Apart from this, there are other reasons why industry appears 
busier than it is. Before the war the average German was the model 
of diligence. After the war the revolution of 1918 came. This was 
not only political in character, but also moral. Asa result, enthusiasm 
of the worker disappeared, and the man-hour production slumped 
tremendously—in some cases to as low as 7 per cent of the peace level. 
At the beginning of this year factory output was probably about 60-70 
per cent of what it was in 1914. The relative output of a boiler-smith, 
for example, was as follows— 


Year Output Year Output 


1913 . . 100 1917 . . 87 
1914 . . 97 1918 . . 87 
1915. .. 109 1919 . - 69 
19168. . %4 1920 . . 50 


(Der Arbeitgeber, 15/11/20.) 
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In spite of an increased number of workers employed, the total coal 
production compared with 1913 has actually diminished. 

There has been a great improvement since the beginning of the year, 
and the peace-time performance is being approached rapidly. But the 
internal demand within Germany is unusually large on account of the 
enormous number of factories which are being built or re-equipped. 
Naturally, this would reduce the amount at present available for export, 
although future exports would be increased. 

These facts relating to industry make one more cautious in accepting 
some of the statements regarding Germany’s output. 


How Germany Controls Her Trade 

Now let us examine Germany’s commerce. . To appreciate the position 
properly we must look into the organisation. The whole of the foreign 
trade is controlled. An office has been set up for each industry, which 
entirely regulates the flow of goods and materials to and from Germany. 
Almost every import or export requires a licence, and before these permits 
are granted certain conditions have to be fulfilled. 

In the case of exports, the usual conditions are, firstly, that the pur- 
chase price is payable in foreign currency, and secondly, that a minimum 
- controlled export price is charged. 


Big Profits 

In other words, owing to the continuous depreciation, Germany is 
producing goods cheaper than any other nation. But these wares are 
not sold abroad at the cheapest price, because each Foreign Trade Office 
watches the prices in other countries. All goods sold to another country 
from Germany must be charged at a figure that just undercuts the price 
current on the importing market. This has many effects. Amongst 
other things it enables Germans to secure foreign currency. It also 
enables their exporters to make huge profits, owing to their low manu- 
facturing costs. The first thing that the Allies should do is to insist 
that these profits should be super-taxed to the extent of about 90 per 
cent. As it is, the gains are going into the pockets of the industrialists. 
The result is that almost every factory in Germany is being re-equipped 
and extended. 

The great advantage to Germany of the foreign currency so obtained 
is apparent. It enables her to secure raw material on equal terms with 
the rest of the world. She is the largest buyer from America of copper 
and lard, and ranks second as the purchaser of cotton, wheat, flour, and 
oleo oil. A lot of the balances in foreign banks lying to the credit of 
Germans are not wanted for raw materials, and so these sums are used 
for the extension of commercial interests abroad—for “‘ peaceful penetra- 
tion.” This is another example of how Germany is preparing for future 
competition. 
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Protecting Home Industries 

Licences to import raw materials are issued very sparingly. The 
primary duties of the Control Offices are to encourage German industries, 
and to prevent unnecessary goods from entering the country. It is 
exceedingly difficult, therefore, to obtain a permit to import manufactured 
articles. The import of ready-made clothing, for example, has been 
limited to 5 to 10 per cent of the total demand. 

Licences for raw materials are often only issued on an undertaking 
being given by the manufacturer that he will re-export the goods when 
they are converted into merchandise. 


Imports and Exports 


. The following are the figures of imports and exports for 1913, 1920, 
1921, and 1922— 














WEIGHTS IN MILL. it; VALUES IN MILL. 
METRIC TONS. MKS. 
Imports. | Exports. Imports. | Exports. 
1913 Z : x ; 73 74 11 10 
1920 š 4 z A 19 20 (Not pa blished) 69 
1921 (8 months) . : 18 14 9 67 
1922— January : ; 2-3 2:0 12-7 
February 15 1-7 12-0 
March 7 3 26 2-1 32-9 














Reparation deliveries of coal, etc., are not, of course, included. 

These are official returns, and the exports must be regarded with 
reserve, as there are many reasons why they do not represent the true 
position. 

The table shown on the opposite page is much more interesting and 
instructive. 

According to this statement, the United Kingdom absorbed 6-1 per 
cent of Germany’s commerce in 1921. Our Board of Trade returns set 
this at £20,500,000. 

On this reckoning Germany’s foreign trade in 1921 amounted to only 
65 per cent of 1913. (These figures do not allow for increased values.) 
The total net tonnage cleared at Hamburg in 1921, although over twice 
as much as 1920, was only 65 per cent of 1913; at Bremen and 
Bremerhaven it was 61:3 per cent. 

From all these facts the conclusion is obvious. German production, 
compared with 1913, has diminished considerably. Buyers all over:the 
world flocked to the cheap market, which is now so full with orders that 
delivery under three months is an impossibility. During the present 
month many orders have been cancelled owing to non-delivery. 

The last statistics teach us still more. The reason why Germany 
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appears to have such a large output is that her goods are going in increasing 
amounts to markets in which we had a large interest. The proportions 
sent to India, Japan, Spain, and the Dutch Indies are all on the in- 
crease. Many other wares are finding their way abroad via Holland and 
Scandinavia. A glance at the table tends to confirm this assertion. 





GERMANY’S TOTAL Exports CLASSIFIED ACCORDING TO COUNTRIES. 





Destination of Export. 1 E 1921 
o o 0 
May-—Dec. 
EUROPEAN COUNTRIES . 76-0 82-4 79-6 
1. Neutral States— 
Holland . : ; ; 6:9 19:7 17-2 
Sweden, Norway, Denmark 6:7 14-9 11:8 
Switzerland 2 . 5-3 8-6 5-1 
Spain . š 1-4 2:7 2°5 
2. Entente Countries— 
Great Britain . 14-2 6-6 6-1 
Belgium 5 3-6 3-9 
Italy ; f p 3-9 3-3 3-4 
France, Alsace Lorraine . . x ‘ ; 78 4-7 2:8 
Austrian-Hungarian States, Balkan States, Turke 14-0 9-9 14-1 
Countries belonging to former Russia, Finland, an 
West Poland . - : x s 5 * 9-7 3-8 5-1 
COUNTRIES OUTSIDE oF EUROPE 24-0 17-6 20-4 
1. America 3 i 15-3 12-9 12-3 
United States 7-1 6-3 7:2 
Argentine 2-6 2:3 2-1 
2-0 16 1-0 
2. Asia 5:5 4-] 6-8 
Japan 1-2 0-5 2-6 
Dutch Indies 0-9 1:8 1-8 
British India 1-5 0-9 1:2 
China 1-2 0-9 1-0 
3. Africa . ; : š 2-1 0-6 0-2 
4. Australia and Polynesia 1-0 — — 














Germany’ s Preparations for the Future 


So much for the present. As for the future, Germany is undoubtedly 
equipping herself for commercial expansion. Owing to the feature 
of the mark having an internal and an external value, huge profits are 
being made in spite of lower output. The industrialists are avoiding 
taxation, and the money is being invested in new factories, the latest 
machinery, and research. It should be the first duty of the Allies to see 
that this position is rectified. 


The Position of Britain 


Whilst the depreciation of the mark is continuous it is false policy 
on our part tocut prices in order to compete with Germany, because so 
long as the currency falls so long also will there be the double value to 
the mark. This phenomenon enables her to undercut our prices in almost 
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every commodity. There are indications that serious efforts are being 
made to stabilise the exchange. This will tend to make the internal and 
-external values of the mark equal, thus destroying to a great extent 
Germany’s advantage for manufacturing cheaply. 

But Germany could not supply the needs of the world in 1913. She 
is still less in a position to do this to-day. As buyers become dissatisfied: 
with her deliveries the orders are reverting to us, for the world-wide 
slump is not due to Germany flooding the markets, but rather to the lack 
of money and credit. Germany’s diminished output is booked up for 
months ahead. Foreign buyers are becoming dissatisfied with the non- 
fulfilment of their orders. The latest reports indicate that owing to the 
indefinite delivery of the goods many orders are being cancelled. This, 
combined with the fact that the markets overseas are very gradually, 
but surely, awakening, should give good cause for optimism amongst 
manufacturers generally. 


Company Registrations Prove Trade Recovery 


HE statistical table of Company Registrations for the half-year ended 

30th June last, issued by Messrs. Jordan & Sons, Ltd., Chancery Lane, W.C.2, 
clearly shows that trade is recovering from the severe depression that weighed 
upon business throughout 1921. The increase in the number of registrations of 
private companies during the first six months of the present year on the registra- 
tions during the corresponding period last year is rather more than 30 per cent, 
but their average capitalisation declined from £10,980 to £10,756. Taking the 
whole of the registrations, public and private, limited and unlimited, while the 
aggregate capital increased by nearly £13,000,000 the average declined from 
£16,719 to £16,114. 

The continued heavy Capital Duty still tends to restrict enterprise, and despite 
the lower bank rate now prevailing we can scarcely hope for a notable improvement 
F ane figures unless relief be given from the quadrupled burden imposed in. April, 

Unlimited companies have become quite numerous, thirty-two to be precise, 
and they have mostly been formed to deal with landed estates. 


* 
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Get the enthusiastic co-operation of your shareholders ; make them salesmen for your 
productions. Increased benefits all round will result. This article tells you how to do it. 





_ The Limited Company and Its 
Shareholders 


How Greater Co-operation Leads to Trade Development 
By Vioror G. WINSLET, A.S.A.A. 


T view of the widespread appeals in all spheres for greater co-operation 

in order to promote industrial peace and prosperity, does not an almost 
totally undeveloped field lie in the case of the relations existing between 
company directorates and shareholders? It is only too commonly the 
case that so long as the shareholders receive at regular intervals dividends 
on their holding of shares, no interest whatever exists in the company 
and its affairs. This apathy is a great evil, and also a potent danger 
to the shareholders, directors, and general public alike, and may only 
encourage unscrupulous individuals in their endeavours to obtain the 
control of the public’s money for nefarious purposes. 


Kindling Enthusiasm among the Shareholders 

Would it not be possible to endeavour to infuse a spirit of co-partner- 
ship into the relations existing between these two parties, really one 
after all? Why not kindle an enthusiasm in each shareholder to do all 
in his power to promote the interests and well-being of “ his ” company, 
by the judicious issue from time to time of circulars giving the fullest 
particulars regarding the nature of work undertaken, or services per- 
formed, or in what manner of means further business can be successfully 
obtained. These circulars would keep the shareholders in touch with 
every move of the directors, and enable an active interest to be main- 
tained. An invitation from time to time to send in suggestions as to 
where and how improvements in any department of the company’s 
activities could be made would undoubtedly foster interest and prove 
of benefit all round. 

It will, of course, be argued that in some companies the adoption 
of such a course would be highly detrimental to the company’s welfare, 
especially where secret processes were involved, or the company had a 
virtual monopoly in some particular sphere. To every rule there are 
notable exceptions, and it is at once readily admitted that in this also, 
there must, of necessity, be exceptions. 

Still, taking the question in its widest sense, boundless possibilities 
exist for trade expansion among limited companies. For instance, the 
shareholders of a railway, omnibus, or tram company could readily 
furnish valuable information obtained in their daily intercourse with 
others, as to improvements which might be made in the facilities provided 
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for transit, comfort of passengers, alterations of times to suit particular 
districts or classes of workers; organisation of booking facilities, etc. 
Again, shareholders of manufacturing concerns could be provided with 
tastefully prepared pamphlets giving full particulars of the type of goods 
manufactured, current prices, etc., which could be judiciously handed 
to prospective customers. It is not suggested that shareholders should 
supplant in the least degree the army of agents, commercial travellers, 
or representatives of the company at home or abroad, but that the 
co-operation of the shareholders would lead perchance to inquiries of 
a more serious character being directed to these gentlemen, who would 
undoubtedly be put in touch with a wider circle than they might ever 
hope to reach by their own efforts. But it is in the case of large multiple 
shop companies that an effort in this direction would be amply rewarded. 
Every shareholder should be provided with a supply of neat cards 
bearing on one side the name, address, and telephone number of the 
nearest branch or branches, and on the other the leading articles sold 
or some special feature of the article supplied. These could be distributed 
as occasion arose. Such shops frequently suffer from the lack of the 
“ personal touch ” of the proprietor, hence no effort should be spared 
to increase the number of potential customers at each and every branch 
open throughout the country in order to counteract such disability. 

Again, every company should transmit a full printed report of the 
proceedings at each Annual General Meeting. The number of share- 
holders who can: and do attend this meeting is usually a very small 
percentage of those on the registers, therefore it is only right that those 
absent should be kept informed of the proceedings. 

It is usual that at present any shareholder sufficiently interested has 
to scan the daily press for any information regarding a company’s 
meetings, etc. Too often shareholders blame the directors for a state 
of affairs which they themselves could have, to a great extent, remedied 
by the exercise of a little helpfulness, interest, and co-operation. 


The Best Form of Advertising 


Some readers will by now be saying that such a course is all very 
well, but it costs money to draw up and publish thousands of such 
pamphlets and cards. Yes, but it is advertising your wares, increasing 
your number of customers, and extending your sphere of effectual 
influence. The direct results could be more easily traced from such a 
campaign than it is sometimes possible to do from the more ordinary 
medias of advertising, such as the Press, hoardings, etc. What each 
company requires to do is to create a spirit of co-partnership between the 
shareholders and directors, and work hand in hand so as to increase 
the sphere of the company’s activities, and thus bring increased benefits 
to directors, shareholders, workers, and consumers alike. 

380 








Export packing, as described below, is an art in itself, calling for expert knowledge. 
By utilising the services of the specialist, both economy and afficiency are ensured. 





How the Export Packer Helps the 
Shipper 


A Valuable Auxiliary and What He Does 


By J. A. DUNNAGH 


HE present age shows an increasing tendency towards specialisation. 

The day of the “ Jack of all trades ” is rapidly passing, and one 
has to choose between being successful in one direction or becoming a 
mediocrity in several. 





By courtesy of Messrs, Dingwall, Lid., 53a City Road, E.C.2 


ELECTRIO BALING PRESS. 
Containing a 4 cwt, bale of Softs for the Indian Market 


How does this affect the exporter, on whose useful activities the 
country largely depends ? 

The process of making, merchanting and handling an article is very 
complicated. It takes a master mind to keep pace with changing 
requirements under each head. The average man, realising his limita- 
tions, does not attempt sucha task. By internal devolution of responsi- 
bility he keeps his own mind clear for big questions of policy. This 
has long been recognised as sound. A further step is taken when 
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specialist help is called in to perform definite auxiliary functions, and 
such is the modern tendency. 


A Modern Development 


Export packing as a studied vocation is a fairly modern development 
deserving serious thought from those it presumes to serve. Conflicting 
claims may be so clamorously urged by interested parties that the actual 
facts may be hard to discern. ~ 

Packers, like shipping agents, have in some quarters been considered 





BMALIS READY FOR OASING 
At the premises of Messrs. Dingwall, Ltd. 


as parasites, but the pleasing alliteration does not excuse the hasty and 
inaccurate generalisation. An impartial critic can detach from the 
maze of controversial statements a few basic facts, which speak for 
themselves. 

In the early days of export trade no particular attention was paid 
to packing. British goods were supreme in the overseas markets, so 
there was no great need to exercise undue care or practise the arts of 
modern salesmanship. Profits were high enough to make an occasional 
loss from damage, or even a regular percentage of spoilt goods, a matter 
of no great moment. The overseas importer frequently knew too little 
about the sources of supply to make the threat to remove his business 
a real one; as often he was, and also in many instances now is, in the. 
power of the shipper owing to the financial arrangements existing between 


them ! 
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Tightening Up 

These times have passed. Competition from the Continent and 
America, as well as internal rivalry, makes us reconsider our selling 
methods. This accounts for the exploration by intelligent business men 
of every possible avenue for economy. i 

Scope. was discovered for considerable saving in the methods of 
packing and shipping goods, and a class of specialist packers and shippers 
has in consequence grown up. Reputable firms may be found in every 





DELIVERING TO THH DOCKS 
Packers who are also Forwarding Agents can save time and cash through unity of control 


industrial and shipping centre who, for a small charge, will relieve traders 
of this detail work, and though it may not be worth while troubling them 
with isolated orders it will be sound business to give them a chance of 
handling all large consignments. 


What the Packer Does 


The properly equipped export packer will have available up-to-date 
electric or hydraulic baling presses, and will see to it that goods are 
left in the presses sufficiently long to avoid “ springing,” than which 
nothing is more annoying or, if it occur en route, productive of losses. 

If goods are to be cased, the packer is able, by virtue of his extensive 
purchases, to secure suitable timber at the best prices. His equipment 
will remove the last vestiges of air from what is intended to be a 
hermetically sealed zinc lining, carrying out the job so that the goods 
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will reach their destination in perfect condition, and command the best 
prices. Further, the packer will study each and every class of goods 
from the heaviest machinery to the most delicate fabric, choosing the 
safest and most economical method of packing, taking into consideration 
the country the goods are destined for, the means of transport available 
at the port of discharge, and the extra protection needed for TEAR 
packages when the handling is more severe than customary. 

The packer will be fùlly alive to the exigencies of Customs edoi 
both here and overseas, and will so arrange that inspection can take 
place with the minimum of disturbance to the contents of the packages. 
This point will not need emphasising for anyone who has suffered from 
the whims of perverse Customs officials. 

The packing of machinery, motor cars, furniture, pianos, and goods 
of fragile nature calls for a good deal of skill. Economy in rail and 
freight charges may perhaps be subordinated to safety in transit, though 
both factors are important. When dealing with measurement goods size 
(or rather its converse) is money ; this the specialist packer realises 
fully. Furniture is often packed in knock-down form so as to take up 
the minimum of space. In the packing of hollow-ware appreciable 
economies can be secured by ingenious nesting, such as the packer will 
understand. 


The Split Indent 


A shipping house will often handle a long indent for, say, motor 
parts and accessories, splitting up their orders among a dozen or more 
makers. Some of the articles will be light and bulky, e.g. hoods, mud 
guards. If the various articles are concentrated at a packer’s they can 
obviously be shipped with a huge saving of freight. By choosing a 
packer who is also a shipping agent and transport contractor the benefit 
of co-ordination will be secured. 


e 


Prevention of Pilferage 

Pilferage has long been a serious trouble -to shippers, and here again 
the expert can help enormously. Cases are now constructed so as to 
make it practically impossible to remove any of the boards Without 
breaking them. Patent seals are used at the junction of the boards 
and render the cases absolutely secure. Crampon seals for parcels post 
are also on the market. Such devices are the result of great experience 
and warrant a trial. 


Special Requirements of a Market 
Again, the experienced packer can give invaluable advice on the 
idiosyncrasies of particular markets. Perhaps this is one of the most 
useful services he can render. Tastes and prejudices vary so widely 
in different markets that only a producer with world-wide experience 
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can safely claim independence of outside advice on such matters. The 
smaller man may possess a working knowledge of one special market— 
say, the West Indies—but when confronted with a prospect of shipping 
to India his previous experience may not be of much use. Obstinate 
refusal to listen to outside advice may simply result in his shipping the 
goods in a manner entirely unsuited to the market, disclosing to the 
buyer his utter ignorance of local conditions, and spoiling all chance 
of future business in that quarter. It is bad enough to have lost a client 
by such methods, without the added possibility that your unfortunate 





CRAMPON SHALS SUPERSEDE WAX FOR PARORLS POST TRAFFIC 
These have the Postmaster-General’s approval and are made by Messrs. Dingwall, Ltd. 


error may become the joke of the week at the local Chamber of Commerce 
or among the agents and drummers of your competitors. 

In brief, the economies and advantages to be derived from judicious 
use of the facilities offered by the export packer deserve to be tested 
by any merchant who still follows his own homely methods. To neglect 
modern developments is voluntarily to suffer serious handicaps in 
competing for the trade of the world. Certain maxims will not always 
bear critical examination. “If you want a thing done properly, do it 
yourself ’’ is often regarded as a sentiment of profound wisdom. Yet, 
though the trader should himself know something of modern methods 
of packing, it will often be found that true economy can best be achieved 
by leaving such work to the specialists, ie. the packing-case maker or 
the export packer. 
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Watching the Trade Line 


Conciliate Your Customer 
By Ernest Riasy 


I WONDER how many firms keep a close grip on their accounts in 
order to see that trade is not diverted to competitive houses. 

This was brought very convincingly to my notice in a conversation 
with a business friend of mine, a Mr. Jones, with whom I occasionally 
travel down to the City. 

He (Jones) had opened an. account in January, 1921, with a big 
drapery house in Birmingham (Blank & Co.) and had done a very satis- 

_ factory business, in fact, the average monthly payments exceeded £350. 
One of the statement clerks in making out the January statements of 
‘this year happened to notice that Blank’s figures for the month amounted 
to {3 2s. 6d. only. He drew the Counting House Manager’s attention 
to the matter, and it was discovered that no trade of any consequence 
had been done with this draper since August last, when the figures were 
-£420 odd. During September, goods to the value of £37 were purchased ; 
‘October, £22; November, £14; December, £9, and January, 1922, as 
stated, £3 2s. 6d. 


Curtness which Cost Money 

The matter was investigated by Jones’s representative who was 
working Birmingham the week following, and it was found that this 
draper in settling his account for July and deducting a credit for goods 
which he stated were delivered short, received a somewhat curt note 
pointing out that the deduction would not be allowed seeing that the 
claim had not been made within seven days—the time allowed as printed 
at the head of invoices. The claim made was only the trifling one of 
8s. 6d., but as Blank explained to Jones’s representative, ‘‘ It was the 
manner in which my claim was dealt with; no inquiry made, but a 
curt “we cannot allow, etc.,” which gave me the impression that my 
deduction was looked upon with suspicion. Consequently I decided to 
gradually drop your house, simply buying the small lines which I 
could not at the moment get as suitably elsewhere.”’ 

In every big house, even with the best system possible in existence, 
remarks which are likely to cause annoyance to a customer are bound 
to get through from time to time, consequently it is essential that a close 
watch be kept on accounts, month by month, as the statements are made 
out, in order to ascertain any falling away of figures that may occur. 
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Watching the Trade Line 


Keeping an Eye on the Statements 


I have found that this can be best done by carrying out the following 
method— 


Each month in going through the statements, a record is made of all 
those names in each cabinet where no business has been done during the 
past month. The one taking the statements simply records the section 
and card No. or folio of each account ; where a statement is not to be 
sent, that is to say; when taking the June statements, in the middle of 
July, every account in the open cabinet for which there is no statement 
is noted on a sheet, and on this is written up cabinet section and folio. 
Not only will these folios be noted, but in addition a special record (second 
column) will be kept of those accounts where it can be seen when passing 
the statement that there is a falling off in trade. These are just as 
important, in fact, one might say more importarit, as the reason of the 
falling off may be something not known to the Counting House ; probably 
a customer may have been annoyed in some way or other, perhaps a 
complaint which has not received what the customer considers proper _ 
and businesslike treatment, or may be there has been a difference regarding 
discount, owing to the account not having been paid when due in the 
ordinary way for discount. Whatever the reason may be, however, 
one is able, when going through statements to find this falling of, and 
with ‘the statement might be sent a friendly sort of letter expressing 
regret that the account is not so large as usual, and asking if there is 
any reason for this—any complaint ; in fact, the usual courteous letter 
which would sufficiently impress the customer to see that he was of 
sufficient importance for a house to notice very quickly the falling off 
with regard to his trade. 


Obviate Delay 


There is no doubt but that unless there is a quick discovery made of 
any falling off in trade it is often extremely difficult, where there has 
been a hitch of some sort, to get that trade back again. For instance, 
it might be noticed in going through the statements that no business 
has been done by a firm the previous month. The matter is brought up 
and after inquiries have been made it is discovered that thiscusto mer 
made a claim for shorts, which claim was not dealt with to the customer’s 
satisfaction. Now my view of watching the statements strictly every 
month is that such a thing as this should not be allowed to go over for 
a lengthy period. If a customer is tackled at an early opportunity, 
there is a much better chance of dealing satisfactorily with the whole 
matter, whereas if a delay occurs the chance of getting a customer back 
again would be rendered more difficult in addition to which a certain 
amount of trade would already have been lost. 
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Where card cabinets are used, it would, of course, be necessary to . 
deal with the dead matter in just the same way as the current accounts, 
as otherwise an account after being ruled off (straight up to date) would 
be placed in the closed cabinet, and such account would not be noticed 
- if only the current cabinet were gone through. The closed cabinet would 
have to be treated in the same manner as for instance in going through 
the statements in July, one would have to notice whether any trade had 
been done in June; possibly trade had been done but the account had 
been paid promptly on special terms on the 10th of July, and so put in 
the closed cabinet. This would be quite in order, but those accounts 
where business had not been done would be followed up until some 
satisfactory reply had been received. 

The method of “follow up” I would suggest would be by letter, 
immediately a falling-off had been discovered, and a further letter in, 
say, seven days’ time, should no reply be received. The traveller on the 
ground would also be furnished with full particulars and informed of 
what had been done by the house. 

A firm’s representative can often be of considerable service to his 
house in dealing with a matter of this sort, and is able to ‘‘ smooth things 
over ” by a personal interview much better than would be the case by 
correspondence. 


A New British Industry 


AT the formal opening by Mr. Stanley Baldwin, President of the Board of Trade, 

of the Anglo-Persian Oil Company’s great refinery at Llandarcy, near Swansea, 
a new British industry has been inaugurated on a considerable scale. The crude 
oil, instead of being refined at or near the oilfields, is separated into petrol, kerosene, 
lubricating oils, and other marketable products at a site some six thousand miles 
from its source. At present some 2,000 tons of crude oil are dealt with daily, but 
this will shortly be increased by 50 per cent. The area of the new works extends 
over some 650 acres, and includes not only the refinery proper, four miles from 
Swansea, but also pipe lines by which the oil is conveyed to and from it, accom- 
modation for tank ships, storage space at Swansea docks, a model village with over 
a hundred houses for employees, and a residential area at Cefn Park for the staff. 
Some three million pounds have already been expended on the enterprise. The 
daily production of petrol is now about 450 tons, but when the refinery is in full 
operation it will be able to supply at least one-third of the total consumption of this 
country. At the opening ceremony recently, Sir Charles Greenway, chairman 
af the company, said that work was in hand for similar refineries in Scotland, 
France, and Australia. The Anglo-Persian Company employed twenty thousand 
people in this country, and altogether between sixty and eighty thousand. 
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Company Secretaries and Cashiers will find the tables and summaries given in this 
article of great assistance in their work. 





Income Tax Deductions 


l By E. J. Hasmronp, A.O.I.S. 
Author of “Abacus ” Income Tax Tables 


HE Income Tax Resolution of the House of Commons (passed on 
Ist May, during the passage of the 1922 Budget) had immediate 
statutory significance and legal force under the provisions of the Pro- 
visional Collection of Taxes Act, 1913. This resolution, as our readers 
are aware, fixed the standard rate of income tax for the fiscal year 
commencing 6th April, 1922, at 5s. in the £. The 5s. rate is applicable 
to all income from that date, but as the reduction was not announced 
till Ist May, the position arises that payments of dividends, interest, 
or other income from 6th April to Ist May, were subjected to tax at the 
6s. rate, and the excess deduction must be repaid or otherwise adjusted 
and made good to the shareholder, debenture holder, or other person 
receiving the next income. But the method of repayment or adjustment 
depends upon whether the payment is made out of taxed or untaxed 
income. . 


Classes of Payments 


Under the Income Tax Acts, however, payments subjected to tax 
fall mainly into two classes, officially designated as— 

Crass I. Tax deducted directly on behalf of the Revenue from payments which are 
not made out of profits or gains brought into charge for income tax. 

Crass II. Tax deducted from payments made out of profits or gains brought into 

Gharge for income tax. 
Examples of payments in Class I are the dividends and interest on 
British Government securities (Consols, etc.) ; dividends and interest 
on foreign and colonial government securities, foreign or colonial 
companies, municipal corporations, etc. 

Generally, the repayment of the excess deductions in this class may 
be effected either : (a) by adjustment on a subsequent assessment directly 
charged on the recipient; (b) by including the excess tax in the next 
refund of tax due to the recipient; or (c) a separate refund may be 
obtained from the Inland Revenue. Tax-payers should communicate 
with their local Inspector of Taxes and apply for the appropriate forms on 
which to make their claim. The claims, of course, must be substantiated 
by the counterfoil of the dividend warrant, a certificate of the paying 
agent or banker, or other evidence. 

Some classes of payments by municipal corporations, however, are 
not dealt with by way of refund or adjustment with the Inland Revenue 
and the excess tax is adjusted on a subsequent payment by the municipal 
authority in similar manner to Class II payments. 


389 





Business - Organisation - and - Management 


Payments in Class IT 

Included in this class are: (1) payments of ground rents, etc., secured 
upon property; (2) interest or annuities wholly payable out of profits 
brought into charge for tax ; and (3) the dividends of British companies. 
In this class, tax is assessed directly upon the property or other profits 
and (a) the tenant of the property, or (6) the company or other party 
paying the dividends or interest will pay, in due course, tax at the 5s. 
rate only. Hence, in these cases, no question of repayment will be 
considered by the Inland Revenue. The refund or adjustment must be 
made by the person who made the original payment and the deduction. ‘ 

To illustrate this principle, we will take a sale of house property (with 
a net annual value of £300) for which settlement was effected on 25th 
April. The purchaser has deducted, from his payments to the vendor, 
income tax for twenty days on.£300 at 6s. in the £. But as the purchaser 
will, eventually, only pay tax at the 5s. rate the vendor is entitled to 
a refund of 54% of £300 at Is., say, 16s. 5d. In many instances, such 
refunds will be so small as to be hardly worth troubling about yet, 
_ occasionally, large amounts may be involved. 


Dividends of Public Companies 

Payments of dividends, etc., by public companies and others during 
the period from 6th April to Ist May will, in most cases, relate to an 
earlier ending date than 6th April, so that 6s. will be correctly deducted. 
(Interim dividends may require adjustment, as explained later.) Where, 
however, the dividend or other payment covers a period ending at a 
later date than 6th April the company should make an adjustment for 
the excess tax on the next subsequent payment. ` 


The Basis of Adjustment 
The basic principle of adjustment in this class is that deductions 
should be made at the rate (or rates) in force during the periods in which 
the profits are made. For example, on the dividends in respect of the 
twelve months ended 30th April the exact rate for deduction is 5s. 11: 17d., 
made up as follows— 
cd 
Ist May, 1921, to 5th April, 1922 = 340 days = 4Qths of 72d. = 3 7:07 
6th April, 1922, to 30th April, 1922 = 25 days = „ths of 60d. = 4+] 
Say 5 11-17 





But the Inland Revenue receives its full quota of tax direct from the 

company and is not immediately concerned with the precise adjustment 

of tax; that is a matter which primarily affects the company and its 

shareholders. The practice generally adopted is to treat the fiscal year 
390 








Income Tax Deductions 





as commencing on Ist April and to average the tax on a monthly basis, 
so that for the financial year ended 30th April the tax deduction is 
.5s. 11d., which is arrived at thus— 


i Ss. 
Ist May, 1921, to 31st March, 1922 = }4ths of 72d. = 5 
Ist April, 1922, to 30th April, 1922 = „4th of 60d. = 


Where accounts are completed half-yearly and dividends or other pay- 
ments are made out of each half-year’s profits, the correct basis of 
deduction is the average rate in force for that half-year. 

For the convenience of secretaries and others, a table is appended—. 
averaged on a monthly basis—showing the yearly and half-yearly rates. 
of tax chargeable for the periods closing at the end of each month until 
31st March, 1913. This method of calculating the rate in equal months, 
instead- of the exact number of days, slightly favours the shareholder 
at the company’s expense, but the difference is very slight and it yields 
a far more convenient rate for the calculation of dividend payments. 
The Inland Revenue is not prejudiced ; as previously stated, the company 
pays tax on all its taxable profits. 


TABLE 


showing the average rates of Income Tax (calculated on an equal monthly basis) deductible 
from dividends or other payments which are chargeable with tax at the rate (or rates) 
in force during the period for which the income was derived. 









Rate for the 
Half-year. 


Rate for the 







Financial Period Ending : 


30th April, 1922 

31st May, 1922 

30th June, 1922 

31st July, 1922 

31st August, 1922 
30th September, 1922 
31st October, 1922 
30th November, 1922 
31st December, 1922 
31st January, 1923 
28th February, 1923 
31st March, 1923 . 
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Interim Dividends 
Where interim dividends have been paid prior to Ist May, on account 
of a financial year ending at a later date, the tax on the final dividend 
will require adjustment. The method is shown in the following 
examples; the first example applies where the dividend is in two equal 
half-yearly amounts, whilst the second applies to unequal payments. 
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For both examples the financial year is taken as ending on 30th June, 
1922. ` 


First ExaĮmPLE. Equal Payments— 

Interim Dividend of 5% paid on 31st January. 

Final ag » 5% payable in August. 

The average tax for the year ended 30th June is 5s. 9d. 

But tax deducted on interim dividend being at the full s. d. 
rateof . i ; z i A i : . 6 0 

The tax on final dividend must be at 5s. 9d. less 3d. excess 
on interim payment . ` , . f : . 5 6 





The two rates yield a total of . . : . ll 6 


Or an average of 5s. 9d. 


SECOND EXAMPLE. Unequal Payments— 


Interim Dividend of 5% paid on 31st January. 
Final as » 10% payable in August. 


£ s. a. 
The tax on the total dividend of 15% is £15 at 5s. 9d.. 4 6 3. 
The tax deducted on the interim dividend of 5% was 

£5 at 6s. g . : x À . i . 0 





The balance deductible from the final dividend of £10 is £2 16 3 





56s. 3d. 


., The average rate on each £1 of final dividend is i > 5s. 74d. 





The last method should be adopted where there are two or more unequal 
payments for the financial year. If it is desired to obtain confirmation 
of the correctness of any adjustment (e.g. where it is unusually difficult, 
or where the dividend is payable partly out of the current year’s profits 
and partly from reserves built up out of previous years’ profits), a pro 
forma statement showing full details of the proposed dividend and tax 
deduction should be submitted to the Inland Revenue. 

It should be remembered, however, that for “ tax-free ” dividends 
or other payments “ free of income tax ” no adjustments are necessary. 
Further, for debenture or other interest paid wholly, or partially, out of 
capital the correct deduction is the rate of tax in force at the date of 
payment. 


Inland Redent Circulars 


Finally, it should be added that the Inland Revenue has issued a 
memorandum and circular (S.D. 6787 and 6791) relating to these adjust- 
ments of tax; their chief features are summarised and ‘exemplified in 
this article. Secretaries and others interested may obtain copies on 


application to the Secretary, The Board of Inland Revenue, Somerset 
House, W.C.2. 


` 
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“ When the financial policy is to value as low as possible all the assets of the business, 
the stock will in general be valued at the bare cost of production.” 





Stocktaking from a Financial 
Standpoint 


By H. G. JENKWNS 


(2) THE VALUATION OF STOCKS 


‘THE resolution of the stock into financial value is the real purpose 
of the stocktaking, and it is therefore necessary that the basis of 
valuation should receive the most careful consideration. 


The Basis of Valuation 


This valuation has to determine, to as great a degree of accuracy 
as possible, what it is possible to realise when the stock is disposed of. 
This stock can obviously have two widely varying values. One, if it 
is possible to sell the whole in its regular market, and the other if it 
becomes necessary to dispose of it under the most adverse conditions, 
namely, the closing of the business. The prudent valuation must, 
therefore, lie somewhere between these two extremes, neither of which, 
except under extraordinary conditions, is likely to obtain in actual 
practice. It is, of course, ascertainable at any stocktaking period what 
the cost has been, or, alternatively, what the sales value under normal 
trading conditions will be, and these two facts must form the starting point 
of any stock valuation. The advantage of having a definite starting 
point is frequently lost sight of, and stocks are valued in haphazard 
manner depending on the personal views of the officials as to what the 
stock is worth, or, in other words, on a guess-work basis, which has no 
relation or traceable relation to the actual facts. Such valuations are 
really worthless for both financial and control purposes, and it cannot 
be too forcibly stated that all stock valuation should be based on finite 
facts and follow lines which will enable the true relation to original cost 
“on value to be traced. 

There are a large number of elements which enter into the valuation 
_ of the stock on a prudent basis and these must be considered separately. 
The first step must be on cost or selling value. Now, as selling value 
is dependent on cost, however large may be the margin between cost 
and selling value, the cost being ascertainable, it is most convenient 
that the primary valuation should be on cost ; but cost is a compound 
value and not a prime value, and as our object is to value the stock 
prudently (which may be taken as the lowest reasonable value which 
can be placed on the stock) so as to ensure such value to be capable 
of full realisation under the least favourable conditions, it is necessary 
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” to consider what detail of cost is required to enable this result to be 
achieved. Although the elements of cost vary to a considerable degree 
in various types of business, these elements can be broadly classified 
as material, labour, and establishment charges, and it is therefore 
desirable that, in making the cost valuation, provision should be made 
for these details to be available as an essential. This cost valuation 
is readily ascertainable in the case of raw or purchased materials and of 
finished products, assuming the existence of a reasonable amount of 
systematic book-keeping and orderly management; but between these 
two limits lies the whole field of partly manufactured materials, which 
makes it necessary to have a satisfactory cost system in operation (that 
is, a system which will enable the elements of cost of all manufactured 
and partly manufactured materials to be ready at hand in accurate 
condition at the time of the stocktaking). 





Cost Systems 
Now the purpose of this article is to deal-with stocktaking as such, 
and it is not therefore possible to enter into the question of cost systems 
further than to point out the necessity for a sound one being in operation’ 
before any successful valuation of stock can be made. It is therefore 
assumed that cost in its main elements is available for the purposes 
of valuation. 


Factors of Value 

Cost having been ascertained it next becomes necessary to consider 
the other elements which enter into the valuation of the stock. It is 
obvious that the conditions will vary to a very considerable extent. 
In the first place, the physical condition of the stock will influence its 
value if not up to the standard; and a reduction of cost.value must 
be made in order to arrive at its true valuation. Again, the possibility 
of physical deterioration before the stock is actually consumed or sold 
must be provided against; the possibilities of obsolescence also call 
for special appreciation in arriving at true values. There may be 
several similar conditions to those enumerated above which call for 
provision in valuing varying types of stock, such as, for instance, possi- 
bility of spontaneous combustion, deliquescence, etc. Now these factors 
of value must obviously vary considerably with each individual item’ 
of stock, and even to further degrees of detail in each item. To make 
provision for all these factors, which can only be estimated in detail 
by an executive familiar with all conditions of the stock and business, 
will obviously make stocktaking valuation a lengthy labour and greatly 
diminish the possibility of having the results available in time to be 
of practical use. Further, such estimates can vary to such a degree that 
it becomes imperative to find a more stable basis on which to provide for 
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the inclusion of all these considerations. That, under the very best 
conditions of knowledge of these elements, the degree of accuracy possible 
is so limited emphasises the fact that at best the stock valuation is really 
a comparative figure and not exactly accurate. So that with this funda- 
mental fact before us it is obvious that if we can formulate a set of rules 
by which provision of these conditions can be made, and continue the 
application of these rules to successive stocktakings, we shall be able to 
free the valuation from the speculative element of personal estimation 
of value and obtain a finite comparative basis which will be vastly 
Shperior in the final result. 

- Here again the classification of the stocks becomes of great importance, 
inasmuch as it enables rules to be made on a sectional basis applicable 
to various classes of stock. The fixing of these rules requires great 
care, and should be made only after a general review of the conditions 
of the stock and the trade conditions ruling and in prospect. Itis obvious . 
that these factors of valuation, namely, physical conditions and 
obsolescence, rest upon two very different fundamental considerations, 

In the first case the statement as to physical condition must be 
defined when the stock is recorded, and the rules for valuation must be 
made to deal with main groups, such as slightly soiled, poor, bad, useless, 
etc., and definite percentage allowances for each of these classes fixed. 


Obsolescence 

In the second case-—obsolescence—the reduction in value is entirely 
dependent on the time element, and it is therefore possible to measure 
the degree of reduction in value to be made in terms of time required’ 
to consume and to set a percentage reduction for each degree. This, 
of course, necessitates’ a statement, in some suitable form, of the 
demand which exists for each item. In the case of product for which 
programmes are prepared, this can be on the programmed requirement 
basis, and in the case of non-programmed consumption items, on the 
basis of past consumption, as ascertainable from the stock record ; and the 
provision of information on these lines is essential to the regular and 
reasonable valuation of the stock. It is not sought to imply that 
the use of such standard rules and the fixing of measures of this kind 
can entirely eliminate the necessity for special attention and assessment 
being given to exceptional cases, but these are always a small minority 
of the total stock, and can be dealt with on an individual basis by the: 
senior official in charge of the valuation. 

It should also be remembered that stock wastages dependent on 
the nature of the stock (such as small parts when 1,000 parts only make, 
say, 900 completed articles) should be provided for in the obsolescence 
percentages, and again it is desirable to measure the first reduction in a 
fairly large period of time by a fair step, and subsequent steps in small 
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units, with a small addition up to a maximum, after which a large step 
should be provided. In illustration—for a stock of over 6 months a 
10 per cent reduction, and 1 per cent for each month in excess of 6 up 
to 24, and then 10 per cent per month. This is only one suggestion ; 
the actual degree of reduction must obviously depend on the nature of 
the stocks and the local conditions. Having thus arrived on a cost 
basis at a valuation which makes provision for all the elements entering 
into the normal value of the stock, it is necessary to consider what pro- 
visions need to be made for variation in price before the stock is disposed 
of, and for any considerable external influences which may be likely 
to affect its markets or its suitability for use. These provisions are 
obviously dependent upon knowledge of the industrial and financial 
conditions in industry as a whole, and on anticipated policy in regard 
to any particular pattern or process. It is necessary to know the total 
normal value of the stocks before such provisions can be made, so that 
the total period for which the stocks will last in relation to the total 
turnover of the business can be used as a measure for the determination 
of such policies. 


Stock Valuation and Financial Policy 
Having determined the net valuation of the stock, after taking into 
consideration all conditions and elements, it must be decided at what 
level of cost the final valuation shall be made. That the prudent view 
is that which takes the basis of valuation at as low a stage as possible 
cannot be challenged, but conditions of finance make the determination of 
this level a matter of policy entirely, and that policy can only be deter- 
mined in relation to the whole financial aspect of the business in which the 
stock forms an integral part. When the financial policy is to value the 
assets on as high a policy as possible, the usual condition will be to value 
the stock at or near selling value. When the financial policy is to value 
as low as possible all the assets of the business, the stock will in general 
. be valued at the bare cost of production, that is the material cost and 
the actual wages spent in production. That between the two extremes 
there are large differences makes it obvious that no fixed policy 
can be advocated. The financial stability of the business depending 
on the reasonable valuation of the assets which really implies a prudent 
policy, it is obvious that the lower the basis the more stable the finance, 
the variations in stock then affecting the financial results to a minimum 
degree. This policy being determined, the level of value can be ascertained 
either in detail (for which provision should have been made by the detail 
valuation under the three main elements of cost) or by main groups of 
stock on a percentage basis determined from cost accounting summaries 
and the net valuation being thus obtained. When overhead or establish- 
ment charges are included in the final valuation of the stocks, if desired 
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a proportion of these can, under the conditions detailed above, be 
easily determined and -the final valuation made on any agreed 
basis. 

The final word on stock valuation can be summed up in the phrase 
“Value Prudently.” 


(8) THE CLERICAL METHODS 


Stocktaking calls for a high development of clerical efficiency, and 
this aspect of the work should therefore be given a full amount of 
attention. The clerical operations involved can be divided into three 
main ‘headings, and in each division consist of a large amount of repetition 
work, either of information or method. 


Use of Loose Leaf Systems 


It is clear that if speed is to be attained the number of clerical opera- 
tions must be reduced to a minimum, and this also necessitates the reduc- 
tion to a minimum of the number of forms used, and the most careful 
design of these forms, so as to bring the information to be recorded and 
worked upon into as tabulated a state as possible, and also, into convenient 
relative positions on each form in such a way as to facilitate these clerical 
operations by such convenient proximity. It is further patent that, the 
clerical operations consisting to such a large degree of repetition work, 
every effort must be made to enable as large a number of clerical workers 
as possible to be employed, which means that wherever possible loose- 
leaf or loose-draft systems should be made use of. The volume of paper 
involved also demands the reduction of the size of each form toa minimum, 
as the use of large sheets at any stage considerably lengthens time taken 
for the clerical operations, involving as it does a considerable amount of 
waste motion (both physical and mental) to locate the information. 
Every care should be taken to print as much information as possible, 
so as to reduce the recording, both numerical and other. (In this the 
numerical classification of the stock is a considerable assistance and time 
saver.) The first clerical operation to be performed is that of recording 
the stock, and at this stage, as the largest number of clerical workers are 
required, it is desirable to have the original record in draft form. Now 
the objections of loss which are usually made to loose-leaf systems can 
be entirely overcome by a consecutive numbering of the drafts, padding 
them in convenient sized blocks, and recording their issue to each 
operation ; then checking their return by the numbering. 

The next operation is that of recording the stock from the records. 
In this case the repetition work of recording the department in which 
stock is held, and any other common information, such as general title, 
etc., can be facilitated by the use of rubber stamps or other forms of 
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duplication, in the particular locality in which the record is made. The 
. establishing of a system using drafts of convenient size for recording 
the stock, and an efficient check for their issue and return, is therefore 
a first essential. The tabulating by a clearly printed heading of the 
position for each item of information to be recorded will be of the greatest 
assistance, both at the recording stage and at the subsequent operations 
through which the original draft has to pass. Having achieved this first 
operation of recording and collected these original records into the Finance 
Department, the next is that of classification, which can be assumed to be 
a straightforward clerical operation, after which the drafts require to be 
sorted by their classification. If this is numerical considerable advantage 
amay be obtained by the provision of suitable racks into which the records 
are sorted. 


Preliminary Summaries 


As soon as the sorting is completed the next operation is again that 
of recording, and at the same time making preliminary summaries, where 
possible, of individual items of stock occurring on more than one record, 
and for this summarising thé use of mechanical adding machines will be 
found of great advantage. Assuming that the record.on to the cards 
or sheets has been made (again the design of these records requires to 
‘be carried out so as to reduce to a minimum the actual writing required, 
and tabulation used to facilitate the recording work) the next operations 
are pricing on a unit basis and fixing depreciation rates, the first of which 
should be done on a base unit for every class of measure, so as to facilitate 
the extension. Then the extension of price necessitates the entire use 
of calculating machines, and the summarising or totalling of each class 
„of stock can be done in a similar manner. 

Thus it is clear that the three clerical operations involved are record- 
äng, sorting, and calculating, and by the careful laying down of the 
anethod of each operation and the design of the form involved, so as to 
Aacilitate these operations, to a large extent it is possible to introduce 
mechanical aids to their performance. The appreciation of these con- 
„ditions enables the use, where the stocktaking system has been developed, 
„of still’ further mechanical assistance. The extent to which this is 
possible will be appreciated by a brief description of the method used 
jn the writer’s particular experience, where the stocktaking is accom- 
plished by the use of the tabulator, a device which enables the use of 
‘mechanical means for recording, sorting, adding, and printing the 
result. The use of such mechanical aid is only possible when there is a 
‘high stage of development of the stocktaking system, and, when this 
condition obtains, the employment of mechanical appliances is of the 
greatest importance in achieving speed and accuracy. 
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THE USE MADE OF THE RESULTS 


In the preparation of the stocktaking figures it is important to realise 
the principal uses to which these results are to be put. In the first case 
the figures themselves which are to take the place of the book values, or to 
become the actual book figures, need to be compiled in such a manner that 
the figures in the form they are finally required actually appear in that form 
on the stocktaking summaries, and in the second place as the accuracy 
of the figures and their significance can only be appreciated when they 
are compared with the existing book figures, or the deduced figures, 
or with the results of the last stocktaking, they need to be prepared in 
a form which will make such comparison readily possible, and in the 
final summaries provision should be made for these comparative figures 
to be shown side by side with the current figures, and the greatest care 
is required to see that they are on a comparable basis. This reference 
applies mainly to the final summaries. Now the stocktaking will have 
achieved its main purpose when these comparisons have been made and 
the figures have been used as the valuation of the stock, but there is a con- 
siderably larger field to which the stocktaking results can be put, and 
that is in their sectionalisation to a degree which will enable the whole 
problem of investment to be studied carefully, and by such study to 
tegulate the degree of investment in each section and process of the 
business, 


Stock Values and the Executive 


That the executive is seldom in possession of the information as to 
the value of the stock under his influence and control is unfortunately 
general, and that if he is to appreciate his responsibilities in the regulation 
of the investment and take account of the investment which he controls, 
‘stock values are information which should be in his possession and avail- 
able to him is undoubted. It is essential, therefore, that the stocktaking 
summaries should be compiled in such a manner as will make it possible 
to extract the information of the investment under the control of each 
particular executive, and it is the Finance Department’s duty to see 
that the utmost possible use is made of the stocktaking results in this 
particular direction. 


Discrepancies and Leakages 
The further study of the accuracy of the stock recording system, 
and the reason for discrepancies, and investigation of leakages, are again 
important matters, which are only possible when the stocktaking results 
are prepared in the manner which will facilitate their use for these 
“purposes. Finally, the results should be completed and made to form 
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a historical record which is available for ready reference as part of the 
whole stocktaking. 

Stock valuation when properly planned, conducted, and studied, 
can be of the utmost use in the conduct of any industry, and can be 
accomplished with a minimum of effort, but if these desired results are 
to be attained it must be thorough and complete. 


Automatic Telephony —. 


Fo Relay Automatic Telephone Co., Ltd., Marconi House, Strand, W.C., 
have issued an attractive souvenir of theo ening by Sir William Noble, M.I.E.E., 
late chief engineer to the G.P.O., of the n&w relay automatic’ exchange for the 
Liverpool Courier and Express. This i is the pioneer installation in the newspaper 
world linked up with the public service. Not only is every.department throughout 
the entire building in instant automatic communication with every other, but it 
ean also establish equally immediate automatic communication with the private 

manual switchboard for outgoing and incoming messages. 


Sir Oswald Stoll’s Currency Proposals 


Wie Sps received from Sir Oswald Stoll a memorandum extending to nearly 
i ages setting forth his well-known proposals for the re-establishment 
of the mE standard in this country. Sir Oswald outlines a remarkable scheme 
having for its object reversion to the gold standard and involving as a consequence 
of the resultant fall in prices the creation of credits on a large scale. These credits, 
he suggests, should take the form of production loans to the owners of productive 
properties ; they would be guaranteed by the Treasury, be redeemable by instal- 
ments spread over fifty years, but would not carry interest charges, the credit 
being the user’s own property right ; but they would be conditional upon applica- 
tion solely to the creation of new, or the relief of existing, productive properties or 
machinery of production. Sir Oswald asserts that they would thus increase the 
capital assets and productive resources of the country to the full extent of their 
nominal amount, and would result in a great revival of trade. Schedules, com- 
prising a draft of a suggested Production Loans Bill designed to carry these proposals 
into effect, together with examples of the application of the scheme to various typical 
commercial enterprises complete the memorandum. 
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“He has been, indeed, one of Great Britain’s principal industrial and financial 
. experts during the difficult period of building up the peace.” 





The Business Man of the Month 


SIR ALLAN MACGREGOR SMITH 


By ARTHUR 8. WADE 







In the clash of conflicting personalities in business there are few which stand 
out in bolder relief than that of Sir Allan Smith. The success of his policy in the 
recent engineering dispute is fresh in the public mind, and this able character sketch 
will therefore be of the greatest interest to readers. $ 


NES: ever speaks of Sir Allan Smith by his full name as set out 
above. The second Christian name has, however, a very useful 
significance. It fits certain aspects of his character as a glove fits the 
hand. Sometimes names are really symbolic of the people who bear 
them; George Nathaniel Curzon, Abraham Lincoln are, for instance, 
labels which seem specially designed for the men who are known in history 
and politics by them. Allan Smith is a nice, smooth name, but it is only 
when you add the gritty “ Macgregor ” that it really fts the personality 
who is the subject of this sketch. In Sir Allan’s character there is some- 
thing hard, under the sheath of his diplomacy, upon which those who 
oppose him are apt to knock their heads. A lot of people, and these 
not only among the workmen, found out that during the protracted 
engineering dispute which was recently brought to an end in a manner 
which meant a triumph for his policy. 

Sir Allan Smith is a difficult man to write about, for many reasons. 
At any rate I find that to be so, although I have followed his career and 
his work for a good number of years. In the first place, he has none of 
the showman’s love of telling the public about his personal achievements. 
A great many men who have played a far smaller part in the world of 
industrial affairs blossom much more luxuriantly in the pages of Who’s 
Who and other reference books. Whilst you will find some of these 
lesser lights decked out in those pages as if for a contest, all they contain 
about Sir Allan Smith is five or six lines, giving that significant second 
Christian name and informing you that he is a K.B.E., an M.A., an LL.B., 
Chairman of the Managing Committee of the Engineering Employers’ 
Federation, a solicitor, and M.P. for South Croydon since 1919. Of 
Allan Smith as a social being they tell you nothing, not even where he 
was born. Nothing about his hobbies, if he has any, nor about his 
doings when he happens for a while to have slipped off the garments 
of his industrial and political offices. l 

VI 28-5 i 401 





Business - Organisation - and - Management 





No Lover of Self- Advertisement 


A second difficulty in writing about Sir Allan Smith arises from the 
fact that he is one of those men whose real character lies fathoms below 
the surface. He does not seem at all anxious to win for himself the good 
opinion of casual acquaintances, of the Press, or of even the great public. 
One thinks of many other leading industrialists whose speech is smooth, 
smiling and conciliatory, who talk to you as if you were the one person 
in the world that they would like to win over to their side. That does 
not appear to be Sir Allan Smith’s way. He gives the cold facts of the 
situation in plain, even blunt, words, and asks for the verdict of reason 
upon them. He is not the plausible, spell-binding advocate who con- 
centrates upon winning the jury by a generous exhibition of personal 
and forensic charm and ability. He is the judge, the man who has 
already come to his own decision on the evidence, but who reviews the 
undecorated facts so as to find what the jury thinks about them. And 
it speaks volumes for the wonderful soundness of his judgment that in 
the vast majority of cases the jury—the general public—declare them- 
selves on his side. Few men in Sir Allan’s position could have forsworn 
the arts of personal advertisement, of “ coddling” the public. He has 
been able to do so because of the fundamental honesty of his nature. 
He wins supporters, paradoxically, because he does not deliberately set 
out to win them. If his personality lies somewhat hidden below the 
exterior, yet it is worth the trouble of discovery since it is made up of 
many sound British virtues such as independence, courage, honesty, 
directness, judgment, and executive ability. 


An Electoral Storm Brewing 

I live on the borders of the Parliamentary , A T R for which 
Sir Allan Smith sits in the Commons, and sometimes I talk with men 
whom he represents, both as Member of Parliament and as principal 
executive official of the engineering industry. This gives me an oppor- 
tunity of seeing him through the eyes of others. I learn that, politically, 
there is a drama in preparation for him at the next general election, 
should he wish to go to the poll again. Labour has been stirred up 
and is making its plans for a big anti-Smith campaign. The feeling of 
some men of the working class against him is inconceivably bitter ; and 
I mention this because it does throw some light upon his personality. 
He calls up definite feelings. Either one is very much for him or very 
much against him. There are public men who neither win nor lose 
your appreciation ; meaningless beings who seem to have no real right 
to appear before the public at all. Sir Allan produces reactions, even 
exaggerated reactions. In the recent engineering dispute this was 
apparent in all ranks. There were men’s leaders who felt that he was 
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the apostle of economic truth, just as there were workmen who thought 
his sole ambition was to smash the trade unions. There were individual 
employers who thought he went too far, and who were not too keen 
on following his leadership without question. He won through in the 
end, as he has a habit of doing. Will he prove to have brought better 
days for the whole of the engineering industry? Time will tell. He 
sincerely believes the settlement will do that, and he has a record for 
foresight. And those who are now his fierce opponents may yet be his 
friends. 





His Strongest Asset 

I have spoken of the “ Macgregor ” side of Sir Allan Smith’s person- 
ality, the side his opponents would do well to remember. You feel its 
presence when you see the man. The firm figure, strong face, the 
uncompromising ‘chin and mouth, all speak of a character that is not 
going to trim its sails to whatever wind may blow. His speech intensifies 
the impression of firmness and independence. You wonder what sort 
ofa career Sir Allan would have carved out for himself had he remained 
exclusively devoted to the law. In the high forehead, which has occa- 
sionally been joyfully exaggerated by the caricaturist, you have both 
strength and depth of intellect, and a keen perception in the eyes. 
Essentially a man, you say, for big, practical affairs—not a man to 
browse over musty books ; a man to get learning but to use it, and to 
get it for its uses. You feel that his strongest asset is practical sense, 
knowledge of men and things, and of the way to direct both into right 
channels. It would have been a pity had the law kept him from public 
activities. 


A Great Worker for the State 

At no time would this have been truer than during the war. He did 
great work in speeding up the production of shells in the critical days, 
and the Shells and Fuses Agreement which he negotiated with the trade 
unions proved a very useful factor in paving the way to victory. He 
was always at the service of the Government. Lord Kitchener put him 
on the War Office Armaments Output Committee, where he worked out 
many useful schemes. He has served on some thirty Government 
Committees and Commissions. And on some of them he has done fine 
work for reconstruction. He has been, indeed, one of Great Britain’s 
principal industrial and financial experts during the difficult period of 
building up the peace, and has helped in international conferences at the 
request of the Prime Minister. 

One looks for an industrial philosophy in a man holding Sir Allan’s 
position. A man who directs what is nearly our greatest industry must 
have views upon how industry should be governed. Sir Allan Smith’s 
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opinion on this matter seems to be plain and simple. He wants har- 
monious relations between capital and labour, and he thinks that they 
can be best established by each side clearly understanding what is its 
own province. In his view one of the responsibilities and rights of 
capital is to govern or manage the workshops, and he thinks it would 
be better if the employees clearly and definitely understood that. He is 
in favour of every legitimate opening being given to the workpeople to 
voice and gain their desires, but thinks Socialistic cliques and little 
bands of chosen agitators should be ruled out of order. “‘ Employers 
realise,” he said recently, “ the good results collective bargaining has 
shown, but if they are to be attacked from the point of view of Com- 
munistic principles they will not tolerate it for a moment.” A simple, 
easily comprehensible system in words; but the long engineering strike 
shows how difficult it is to get men to agree upon such matters. 
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The trade of this country and the Dominions overseas is 
not confined to the British Empire. If it were, it would 
assume greatly reduced proportions. The trade of the 
British Empire is world-wide; its ramifications are boundless. 
It cannot be interfered with in one direction without upsetting 
it in another. The greatest service the Government can 
confer on the trade of the country is to leave it severely 
alone and to tax its profits only sufficiently to help to meet 

‘an expenditure of which economy should be the keynote. 


—Lord Inchcape. 
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“ Modern progress has been unhappily accompanied by a tremendous increase in the 
volume and variety of noises which are met with in business life.” 





The Control of Office Noise 


By Jamas CHAPMAN 
Consulting Engineer 


It is not the pace that kills, but the affrighting noise of modern life. Excessive 
noise is the greatest handicap to sustained mental effort, and the severe strain which 
it imposes upon brain workers frequently results in nervous breakdown. Practical 


measures of control, which will do much to mitigate this intolerable nuisance in the 
business office, are here suggested. 





H= of important industrial and commercial undertakings fully 
appreciate the advantages of providing favourable working con- 
ditions, and the old idea that if the staff are housed too comfortably 
they will be less inclined for work, has long been exploded. 

One of the great aids to efficient clerical work is,quietude, yet how 
many of our present day city offices can be said to be free from disturbing 
noises which interfere with concentration and harass the nerves. 

It is possible to go into some of the finest and best equipped offices 
in the country where the conditions appear to be ideal, but which are 
so noisy that it would be extremely difficult to concentrate for more 
than a few minutes at a time. 

Modern progress has been unhappily accompanied by a tremendous 
increase in the volume and variety of noises which are met with in 
business life. While much of this noise undoubtedly emanates from the 
street, either by way of the windows, doors, or other air passages, or as 
vibrations transmitted through the foundations of the building itself, 
there is also a fair amount of sound which is generated inside the office. 


Primary Cause of Office Noise 


The “ speeding-up,” which has become so necessary to secure an 
increased production of work in a reduced period of time, has led to the 
introduction of an ever-increasing number of mechanical devices for the 
purpose of eliminating physical and mental labour on repetitive processes. 

Practically all these modern methods involve considerable motion, 
and in consequence there is developed a vast multiplication of vibrations 
or air currents, resulting in the conglomeration of innumerable separate 
and unconnected sounds which we regard as noise. 


The Mechanism of Business Efficiency 
There are very few important offices which do not now possess in 
addition to the well-established typewriter, various machines for cal- 
culating and copying, cash registers, time recorders, telephones, dicta- 
phones, electric or hydraulic lifts, power-driven fans, and many other 
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mechanical efficiency appliances, which are regarded as essential to a 
well-equipped office. All these are agents in the production of noise, and 
the effect of internal motion, plus the burr and vibration of street traffic, 
imposes a severe strain upon the nervous energy of workers who are 
subjected to it. 

As to how modern noises may be reduced is a problem that has not 
received the attention it merits, and if, as is likely, the number of these 
noise-producing agents are to be increased, it will be a moot point as to 
whether the advantages claimed for these mechanical devices will not 
be off-set by the lowered efficiency of the operatives. 


Noise and Health 


The influence of noise upon health is a subject of no small importance, 
and medical practitioners and industrial psychologists are now realising 
the seriousness of it. A medical authority recently pointed out that it 
is not the pace of modern life that kills. Our nerves are not dismayed 
by mere speed; what upsets them are the accompaniments of speed— 
that is vibration and noise. 

It is not at present practical, nor is it necessary or desirable to 
eliminate entirely all sound which is created in modern offices, for exces- 
sive quietude may prove almost as distracting as excessive noise, but 
it is possible and desirable that serious attempts should be made to 
control it. 


Methods of Noise Control 


In considering the ways and means by which effective noise-control 
may be obtained it is necessary to arrive at some understanding as to 
how sound waves will act under given conditions. The science of 
applied acoustics cannot be said to be in a very advanced state and pro- 
gress in accumulating knowledge has been somewhat slow. Reliable 
experimental data are, however, being compiled by various investigators 
on sound production, propagation, absorption, and transmission, which 
should prove of great value in dealing with cases of sound control in 
buildings. 

It is not the purpose of this article to discuss the theory of sound, 
but’ to indicate certain practical measures of control which may be 
exercised over office noise. There are, roughly speaking, five directions 
in which control may be obtained— 

1. By silencing the noise-producing agents. 

2. By arranging the agents in small isolated groups. 

3. By providing furniture and equipment of suitable design. 

4. By structural insulation. 

5. By regulation of acoustic properties. 

It will not only depend upon the degree of noise experienced as to 
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the most suitable method to adopt, but also on the origin of the trouble, 
and the steps necessary to prevent the transmission of sound will vary 
according to the kind of noise which is experienced. It may be that 
one of the above methods of treatment will be adequate, or on the other 
hand, it may be necessary to combine all methods before a successful 
solution is obtained. 


Silencers . : 

In attempting to equip mechanical appliances with silencers there is 
always the initial difficulty of overcoming the noise without impairing 
the efficiency. Much progress has undoubtedly been made in the 
direction of silencers, particularly with regard to the typewriter and the 
electric fan. There is also a big field for experiment and development in 
the direction of silencers for machines, but it should be remembered 
that the most that can be hoped for are approximate results ; machines 
being essentially instruments of motion are inherently producers of 
vibration and noise. One of the best methods of reducing noise from 
machines at the source is to provide means for absorbing the vibration. 
For instance, hair-felt is placed between the typewriter and the typists’ 
table, and the vibrations from any machine may be minimised by placing 
a layer of this or similar air-filled material between the supporting base 
and the floor or pedestal. Where the machine is heavy alternate layers 
of different materials, such as asbestos, granulated cork, leather, Cabot’s 
quilt, or lead, should be employed. 


Grouping - 

To deal with noise-control by grouping the agents depends upon the 
particular firm’s type of organisation. If it is sufficiently elastic to permit 
of re-arrangement without seriously dislocating the routine or impairing 
the efficiency, great benefits would in many cases be secured if all noise- 
producing agents were spread over a large area and separated out into 
several rooms instead of being concentrated in one particular room. 
Unfortunately, from the point of view of noise-control, modern office 
systems tend towards centralisation, and in large offices we find all the 
typewriters in one room, calculating machines in another, and so on. 
In planning new organisations it should be possible to provide against 
the massing of noise producers, but an attempt to deal with the problem 
in established organisations would no doubt in many cases be confronted 
with insuperable difficulties. 


Sound Absorbing Furnishings 
It is not generally realised to what extent the furnishings of an office 
or room may materially assist or aggravate the propagation of noise. 
Office equipment specialists, doubtless largely influenced by hygienic 
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reasons, have taken to supplying office furniture with highly polished 
wood or metal surfaces in place of the leather lining and baize upholstery, 
which were so familiar a decade or so ago. The same tendency is shown 
with regard to floors, walls, and seating arrangements, and from the 
point of view of noise control, it makes things more difficult. Hard 
polished surfaces reflect and conduct sound, whereas soft porous sub- 
stances absorb it and break it up. In many modern offices where 
there is noise trouble a very great improvement may be instantly 
effected by making a few simple changes in the furnishings and 
upholstery. 


Structural Treatment 


When the trouble is insistent it is undoubtedly the most satisfactory 
plan to treat it structurally. From time immemorial the question of 
preventing the transmission of sound from one building to another, or 
from one room to another, has presented itself, and many ingenious 
systems and curious materials have been employed in an attempt to 
attain the desired result. In the early days when labour and material 
were plentiful and cheap, and when space in our busy cities was not so 
valuable as it is now, it was usual to endeavour to overcome noise trans- 
mission by so increasing the thickness of the wall that any sound origin- 
ating on one side of the wall would be lost in the thickness of the wall’ 

` before it reached the other side. From considerations of economy alone, 
such a practice in modern times could not be countenanced, but there 
are other reasons also which may be advanced against it. The present 
construction of walls is not confined to such absorbent materials as mud, 
stone, or bricks; we have steel-frame buildings, iron girders, and other 
sound-conducting surfaces to contend with ; the kind of noises nowadays 
are also very different, for in addition to being more penetrative, they are 
considerably greater in volume. The cavity or double wall has been 
adopted for many years, and where the degree of insulation required is 
not severe, it undoubtedly greatly assists in retarding the penetration of 
sound waves. When the noise has been acute it has been the practice 
to fill up the hollows with such materials as sawdust, shavings, wood 
wool, and silicate of cotton, and provided there is no movement in the 
building itself, these materials provide very suitable rough and ready 
insulation, judged from the insulation standpoint only. Modern traffic 
conditions, however, transmit to all buildings in main thoroughfares 
considerable vibration, which causes any kind of loose filling to settle, 
thus bringing about a leak in the insulation, which practically nullifies 
the whole thing. Nowadays, great precautions have to be taken against 
the possibility of fire, and many of the materials which were used so 
extensively in the past would be rejected on account of their combustible 
nature. 
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Modern Insulating Materials 

During the past few years the demand for efficient insulating materials 
has led to considerable research, mainly in the direction of some synthetic 
air-filled substances. The only perfect insulator is a vacuum, which it 
is impracticable to apply in the majority of cases where insulation is 
needed. Aerated rubber is one of the latest inventions, but it is at 
present too early to state whether it is likely to be permanently successful 
or whether it will satisfy economic and technical requirements. Americans 
have used, with great success, a special kind of seaweed for insulating 
work for nearly thirty years, and this material is now being widely 
adopted in this country also. The seaweed consists of very long flat 
fibres which, when laminated into a mesh or mat, form innumerable 
minute air pockets. It is used loose, or in made-up strips with strong 
paper backing. The great advantage of this material lies in its being 
practically indestructible by vermin or decay, while it is also highly 
fire-resistant. , 


Acoustic Properties 
Many offices are protected from the invasion of external noise, have 
very few particular noise-producing agents, and are yet noisy. In such 
_ cases it may be fairly safely assumed that there is some acoustic defect 
in the room-which needs correction. Some people regard the action of 
echo and reverberation in rooms as a great mystery which is only curable 
by the suspension of wires or fixing of sounding boards. Needless to 
say, there is no such magical solution of the problem, nor can any general 
method of treatment be laid down. Each case must be considered 
separately, and it is well to obtain the advice of a specialist. 


Prescribing Noise Control 

Although at present the practice of sound-proofing and sound control 
has to some extent to be proceeded with experimentally, much useful 
knowledge is being acquired in the treatment of specific cases which should 
prove invaluable as a guide when considering new premises. It is 
feared that there is a prevailing opinion that noises and undesired sounds 
` must be tolerated because they cannot be reduced or controlled ; such 
is not the case, and when enlightened employers realise this fact, they 
will recognise its economic value. It undoubtedly pays to secure a 


quiet office. 
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The Terminology of Management 


By OLIVER SHBLDON, B.A. 


Mr. Sheldon points out that while progress is being made in many directions 
towards the elaboration of a definite science of Industrial Management, little attempt 
has been made to define its terminology, and confusion of thought will persist until 


this has been done. What do we mean when we use such terms as Administration, 
Management, and Organisation? In this interesting article he essays to find the 
answer, 





M minds at the present time are devoting themselves, either 
consciously or unconsciously, to the task of elaborating a definite 
“ science” of industrial management. They are gradually working 
towards a wider standardisation in industry of those methods of manage- 
ment which have been proved scientifically the best. This task is being 
pursued by the development of the scientific method in the treatment 
of factory problems—the method of analysis, investigation and research— 
as preliminary to the rebuilding upon the analysed facts. On the 
technical side, evidence of this general tendency is forthcoming in the 
very remarkable development of technical research, both in individual: 
factories and jointly for industries. On the administrative side, it is 
again apparent in the considerable use of detailed process and operation 
costs, and of statistics of every kind. On the human side, it may further 
be observed in the slow but steady realization of the place of psychological 
analysis both of individuals and the conditions surrounding them at 
work, and in the use of time and motion study. 

The accumulation of a vast amount of scientific data is the outcome 
of this managerial analytical work—data often preserved for the use of 
one factory alone, but nevertheless data from which it may ultimately 
be possible to formulate something approximating to a definite science, 
with definite principles and laws. How far we are from attaining such 
a science of management is clearly illustrated by the lack of definition 
of the everyday words used in any discussion of the subject. We must, 
indeed, be a long way from the formulation of a science of management 
if we have not determined even the general sense of the words we employ. 
Naturally, the detailed interpretation of any one term can only come 
by sifting the data available regarding that term. What precisely 
“ Management ” means can only be determined when we have analysed 
the constituent parts which go to form management. But, not only 
have we not arrived at any generally accepted diagnosis of the internal 
fabric of management ; we have not even determined what, in a broad 
sense, we mean when we use the word. We may compare management 
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to a house with several rooms. We are in the position not merely of 
being unable to arrive at any agreed idea as to what rooms the house ' 
shall contain, but also of being unable to agree upon any idea as to what 
a house of this type shall look like at all. Again, we cannot distinguish 
with any clarity between the house called “ Management,” its neighbour 
called “ Administration,” or that other known as “‘ Organisation.” 


The Necessity of Defining Terms in Management 

To determine the broad features of each of these main and embracing 
terms is an urgent necessity, if the progress of constructive thought on 
industrial management is to be unimpeded. The important thing is, 
primarily, not that the definitions of such terms shall be precise and 
strictly accurate in detail, but rather that they shall make quite clear 
the distinction between allied terms, and that they shall be generally 
accepted, so that when a word is used by one person it immediately 
conveys a clear-cut picture to another. The everyday practice of 
management is suffering from the lack of what is broadly termed 
“ theory,” and the theory is suffering from the lack of that medium of 
precise language, without which the interchange of thought is necessarily 
difficult and confusing. 

It may, perhaps, to some appear academic and abstract to stress 
this point. To the so-called “ practical” man a spade is a weapon 
with which to dig whether you call it a spade or a moonbeam. But even 
the practical man will find himself in something of a dilemma when 
Tequired to discuss, without the objects being before him, the relative 
merits of a spade and a hoe. His first requirement would be some 
formula, which others could also understand, whereby to distinguish 
the one from the other. It is precisely the same with regard to manage- 
ment, organisation, and administration—the three major terms des- 
cribing the conduct of any corporate concern. If management were a 
material object, which could be handled and produced in evidence, this 
difficulty would be infinitely reduced. Under those circumstances, it 
could be measured and described in all exactitude. Management, 
however, is not a material thing; it is a process, resulting from the 
exercise of human faculties. It varies between those who apply the 
process. It is intangible and without standard means of measurement. 
It is therefore not a matter of purely academic value that its scope should 
be defined. Itisa matter of reducing to some embracing and fundamental 
definition what is practised in various fashion by all industrial concerns. 


American Attempts Examined 
In America this need for definition of terms is already being realised— 
not, as one might suspect, among the theorists of industrial management 
alone, but also among those leaders of American industry who have 
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already contributed so much to the art and’ science of management. 
Recent issues of the Bulletin of the Taylor Society have devoted some 
time to the problem, discussion centring round some definitions advanced 
by Mr. J. W. Schulze. In British journals, little attempt to define our 
terminology has been made. Mr. F. M. Lawson, in Industrial Control, 
has developed definitions of the words “ direction” and “ control,” 
based upon Euclidian principles. A short discussion on terminology 
has recently been conducted, at my instigation, in the Journal of the 
Institute of Industrial Administration. But we are very little nearer any 
definitions of such major terms as management, organisation, and 
administration as to justify their being regarded as standard. Most 
writers and speakers are compelled to make their own definitions for 
their own particular purposes. The definitions advanced by Mr. J. W. 
Schulze (vide Bulletin of the Taylor Society, Vol. IV, No. 4, and Vol. V, 
No. 3) read as follows— 


ADMINISTRATION.—The function of determining the objectives towards which 
an organisation and its management are to strive, the facilities with which it is 
to work, and the governing policies and restrictions under which it must work. 

MANAGEMENT.—The function or force responsible for directly conducting the 
organisation toward the objective set up for it, and keeping it within the governing 
policies imposed upon it by the administrative officials. 

ORGANISATION.A combination of the necessary human beings, materials, 
tools, equipment, working space and appurtenances, brought together in systematic 
and effective correlation to accomplish some desired object. 


The Definition of Administration 


Let us take each of these terms in turn. Firstly, administration. 
Here it is suggested that the above definition presents us with but half 
of the picture. Administration, representing the supreme authority in 
any business, has a dual function—firstly, the business of determining 
policy, or, what we may call the “ determinative” element of adminis- 
tration ; secondly, the business of controlling the execution of policy, 
or, what we may call the “co-ordinating” element of administration. 
In so far as administration determines broad business policy it is clearly 
“ determinative.” In so far as it forms the ultimate control of the 
management and settles the compass of the organisation it is “ co- 
ordinating.” It is suggested, therefore, that a preferable definition 
would be— 


ADMINISTRATION.—The function concerned with the determination of policy, 
the co-ordination of markets and production, the settlement of the compass of the 
organisation, and the ultimate control of the work of management. 


The Definition of Management 
As regards management, it is clear that this comprises in the main 
the work of carrying out the policy determined by the administration. 
In this, it will presumably include all such work as is preliminary to or 
auxiliary to the direct management of the work of manufacture, such as 
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costing and purchasing. It will also include all such persons as are 
engaged upon research or experimental work. It will also include all 
who participate in the work of management—whether permanently as 
a manager, or temporarily as a worker who shares in certain parts of 
management. A definition of management might therefore read as 
follows— 


MANAGEMENT.—The function concerned with the execution of policy, and the 
use of the organisation for the attainment of the particular objectives set before it. 


W hat is Organisation ? 

As regards organisation, it is more difficult to suggest a comprehensive 
definition. The term is commonly used in three different senses ; 
firstly, to indicate the process of organising, as in the phrase “ Organisa- 
tion is a business requiring a great deal of common-sense ” ; secondly, 
to indicate the faculty or capacity for organising, as in the phrase 
“ Organisation is common-sense ” ; thirdly, to indicate a form of organisa- 
tion, as in the phrase “The organisation of — and Co. is very fine.” 
Not only is the word used thus freely, it is also used quite normally to 
cover much of what we have already attributed to administration and 
management. What precisely, then, is that to which the process of 
organising gives rise—a form of organisation? What is a form of 
organisation in its relation to management? Are the two distinct ? 
If so, what is the difference ? 

A form of organisation is that state of affairs where certain duties 
are allocated to certain individuals, in order that the combination of 
such duties may result in the accomplishment of a specific purpose. An 
organisation is composed in the main, therefore, of two things—the work 
to be done and the persons to doit. Since, however, persons doing different 
pieces of work must often apply different faculties to such work, it will 
be preferable to call the two main ingredients of an organisation—the 
functions to be performed and the faculties by which those functions are 
performed. The operation of the faculty upon the function determines 
a duty. Organisation may, therefore, be defined as follows— 


ORGANISATION.—The process of so combining the work which individuals or 
groups have to perform with the faculties necessary for its execution that the 
duties, so performed, provide the best channels for efficient, systematic, positive, 
and coordinated work. 


Conclusion 

Broadly then, we may say that administration determines policy 
and ultimately controls management in carrying out that policy. Manage- 
ment carries out the policy determined by administration. Organisa- 
tion provides the channels through which management is to operate. 
Administration says what is to be done; management does it; 
organisation provides the machinery for doing it. 

413 





Business - Organisation - and - Management 





To distinguish these three fundamental terms is essential. Without 
such definitions, it is not possible to proceed further and analyse of 
what each of them is actually composed. Nor is it possible scientifically 
to construct an ideal form of organisation, since a form of organisation 
necessarily depends upon a precise definition of both faculties and 


functions. 
It is not suggested that the definitions advanced above are wholly 


explicit. Management is capable of considerable sub-division, and is, - 
in truth, only a generic term. A definition of management is therefore 
but a definition of its scope, not of its composition, nor of the scope of 
its constituent parts. To arrive at some agreed interpretation of the 
general is, however, a necessary preliminary to defining the particular. 


Company Director's Generosity 


Ab ouet no dividend is being paid by the Park Gate Iron and Steel Co. 
this year, the chairman, Mr. Charles Markham, has paid out of his own pocket 
a dividend of 5 per cent on the shares held by the workpeople. There are many 
workmen-shareholders. They took up part of a new issue of shares two years 
ago on favourable terms, being admitted at par, though the shares stood at a pre- 
mium of 4s. per share. Mr. Markham is a well-known figure in the iron and steel 
trade, being also chairman of the Staveley Coal and Iron Company, and other 
Derbyshire and Yorkshire enterprises. 


Higher London Buildings 


(NTE recently the London County Council had a building limit for stores of 60 ft. 
/ from the pavement level to the topmost floor, but the Incorporated Associa- 
tion of Retail Distributors, which has been working for some time to secure the 
concession of higher London buildings, has now been officially informed that the 
Council has conceded the general height of 80 ft. to the ceiling of the topmost floor, 
reserving discretionary powers to concede greater height upon special sites. The 
Association represents over 100 of the large stores throughout the country. The 
L.C.C. has also accepted the view that the old laws compelling stores to divide 
their buildings up into small compartments, each one fitted with fireproof doors, 
is of very little service, and have conceded the Association’s request for a limit 
up to 500,000 cubic ft. for the area of any one self-contained compartment, with 
a minimum floor area of 40,000 sq. ft. This means that new store buildings in 
London can have a floor space equal to that common to the great American 
departmental stores, and will remove a great handicap to English store development. 
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The Fundamentals of Reconstruction: 


With Notes on the Relation between the Wealth and 
Debt of the United Kingdom 


By Davin W. Oappiok 


HE Government and their friends are becoming alarmed at their 

own success in bluffing the House of Commons and the nation. 
Something has been going on behind the scenes. Wise men have been 
whispering in their ears. Hence, Mr. Bonar Law suggests another 
Geddes Committee, and the Government are pleased with the idea. 
They are afraid of the decisions they make themselves, and have very 
good reason for misgivings on this score. One Minister is reported to 
have said that, as the opposition is so weak, the Government must be 
their own critics. Certainly nothing could have been more futile than 
the attitude of Liberals towards the Budget. Instead of urging drastic 
cuts in expenditure they attempted to show that the Chancellor of the 
Exchequer was not justified in reducing taxation. Mr. Asquith persists 
in the errors outlined in ‘‘ The Paisley Policy ” and since. Two sentences 
only need be quoted. “I do not pretend to say that I think reduction 
in expenditure, vital as it is, will solve our difficulties. I am satisfied 
that if we are to get things right we shall require to face, and face boldly, 
the necessity of turning to some new sources of taxation ” (page 81 in 
book, speech delivered 4th February, 1920). So Mr. Asquith supported. 
the E.P.D.; and actually congratulated Mr. Austen Chamberlain on his 
discovery of a new kind of impost—the Corporation Tax. This year he 
has torpedoed Liberal amendments to the Budget by criticising reduc- 
tions in taxation, describing the Government’s proposals as “ a gamble.” 


The Wealth of the Nation 
An early attempt to estimate the capital wealth of England was 
made by a merchant in the year 1600. He gave a total of £100,000,000 
and a population of 4,500,000. But the first real effort dates from 
1865. Figures at different periods since that year are given below— 


Total Wealth p 
Year. Capital. Population. Head. 
1865 . 6,113,000,000 . 29-9 millions . £204 
1885. 0,037,000,000 . 360 , 5 287 
1905 . ` 13,036,000,000 . 428 . g 304 
1909 . 13,986,000,000 . 444 ,, : 315 
1914 . 16,000,000,000 . 46-0 š . 347 


The increased wealth per head of the population was not so great as 
might be inferred from these figures, owing to the rise in prices. From 
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a table drawn up by Mr. G. S. Barnes, C.B., of the Labour Department 
of the Board of Trade, it appears that taking the purchasing power of 
the sovereign at 20s. in 1895; in 1906 it was worth 18s. 5d.; in 1905 
17s. 11d. ; and in 1912 16s. 3d. In war-time further severe falls occurred, 
the pound sterling being worth but 11s. 10d. in 1915, and about 8s. in 
1919-20. This enormous war-time fall in the purchasing power of the 
pound sterling (due to high prices caused by the withdrawal of millions 
of men and women from productive work, also by the general wastage 
of war efforts) was naturally followed by a re-valuation of all existing 
assets. Forgetting that this might prove to be but temporary the 
tendency was to assume that real wealth was greater—a fallacy accen- 
tuated by new credit created in the form of war loans, and additional 
paper currency. 


The Meaning of the War Debt 

Exactly what the war cost the United Kingdom cannot yet be 
calculated. Assuming that, had the war not occurred, the normal 
revenue of the State would have remained at round about £200,000,000 
per annum, we find that receipts in excess of this yearly income amounted 
to the following— 


£ 
1914-15 . A 3 5 g 27,000,000 
1915-16 . : k : ; 137,000,000 
1916-17 . È ; A ; 373,000,000 
1917-18 . : ; A : 507,000,000 
1918-19. ; 4 : F 689,000,000 
1919-20 . ` F ; . 1,140,000,000 
1920-21 . 3 A z .  1,236,000,000 
1921-22 . p 5 ` . 925,000,000 
—________—( War-time revenue 
TOTAL . š : . £5,034,000,0003 in excess of n ormal 
ees | TC VEILS. 


This is the amount we have obtained by heavy taxation and from 
the sale of surplus stores (= £720,000,000) towards meeting the cost of 
the war. Notwithstanding this enormous effort we have a war debt of 
£7,654,500,000 at varying rates of interest, including the new 34 per 
cent Conversion Loan. As an offset against the £5,000,000,000, indicated 
above, we have a certain amount of new plant in our workshops, factories, 
and shipyards ; whilst part of the waste included in this sum would have 
been wasted in any case on luxuries and non-essential services of different 
kinds, as John Stuart Mill pointed out years ago. 

Nevertheless, much of the income spent during the war would under 
normal circumstances have been expended in maintenance, such as new 
houses, roads, railway extensions, domestic needs, such as furniture, 
clothing, education, etc., and in investments abroad. 

It must be obvious that as we have spent nearly £13,000,000,000 on 
the war against an estimated total wealth of £16,000,000,000 before the 
war, however much we may re-value our assets (including new plant) 
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the war debt itself remains as a heavy mortgage on the assets of the 
nation. Yet some writers actually added the war debt to the wealth 
of the nation. And the Government accepted the findings of a com- 
mittee which showed. that national wealth had increased by about 
£4,500,000,000. With the fall in prices and in values at least half of this 
so-called increased wealth has already disappeared. There are many 
assets of the nation which cannot be re-valued under any circumstance. 
When all allowances are made the total wealth of the nation cannot be 
much more than £18,000,000,000, and even this figure depends on what 
use we make oftour manufacturing plant. The war debt must represent 
a mortgage of at least 40 per cent on the assets of the nation, and more 
if prices fall further; whilst if war pensions are capitalised and taken 
into account, the total mortgage on our assets is well over 50 per cent. 
It is true enough that only about 10 to 15 per cent of the mortgage is 
owing to foreigners; but the administration of this huge fund inside 
our own country becomes an important problem, and justifies misgivings 
about the ability of the people who control, ie. the politicians. The 
danger is that the mortgage will become`a permanent handicap on 
British industry. We know that much of it is being used, both capital 
and interest, on non-productive schemes. 


Dean Inge’s Warning 

This is what Dean Inge means when he says that we are living on the 
capital of the Victorian era. When he warns us that “ the twentieth 
century will doubtless be full. of interest, and may even develop some 
elements of greatness. But as regards the fortunes of this country the 
signs are that our work on a grand scale with the whole world as our 
stage is probably nearing its end,” 1 he is not giving way to pessimism, 
but basing his opinions on two truths. In the first place, the apathy 
of the nation, combined with the unthinking extravagance of the Govern- 
ment, is a serious menace; secondly, much of our progress in the 
nineteenth century was fortuitous and arose out of advantages which 
will not recur. On the same day Sir Eric Geddes* said: “ One thing 
is-certain. If we do not give adequate consideration at this moment 
to the need for economy there loomed ahead a great risk of industrial 
extinction.” 

The war debt is so great a weight that by failure to alleviate it we 
are in danger of breeding antagonism between financial and business 
groups. 


A Programme of Reconstruction 
1. As the nation is poorer than before the war, drastic economy is 
essential. 


1 Rede Lecture, on the Victorian Age, Cambridge University, 9th May, 1922. 
2 Speech to Sheffield Chamber of Commerce and Manufacturers. 
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2. The war debt must be reduced. There are four ways of doing 
it— 

(2) By Reconstruction Conversion Loans or Bonds, forced or 
voluntary, bearing a lower rate of interest; and by the funding of 
war pensions. A small step in this direction was taken by the 
Government when it raised the price of War Savings Certificates from 
15s. 6d. to 16s. 

(b) By converting the war debt into terminable annuities—a 
scheme advocated by The Spectator, and favoured by some experts. 

(c) By inflation through depreciated currency, thereby reducing 
the weight of debt in comparison with national wealth and income. 
This method has been adopted by Germany, France, Italy, Belgium, 
and other countries. 

(d) By cancellation of debts between the Allies, including Britain’s 
debt to the United States. Of the four methods outlined this one 
alone has received serious consideration by the British Government. 


3. Production on the scale of 1913, if prices remain at 50 per cent 
or more above pre-war, and a greater production if prices fall below 
the increase indicated, is the minimum to enable us to pay our way, 
-and is probably insufficient to avoid a lowering in the standard of living. 

4. By thinking imperially and remembering our vast undeveloped 
assets, a period of unusual prosperity, comparable with the latter half 
of the nineteenth century, is possible, but not inevitable. 

5. Emigration in 1913 reached a quarter of a million. It was mostly 
to the Dominions. This total should be équalled or even surpassed. A 
shipping revival, a demand for British goods, and a reduction in 
unemployment would follow. 

6. The Board of Trade, Federation of British Industries, British 
Engineers’ Association, and the different Chambers of Commerce should 
unite to establish a Latin-American Institution similar to the Pan- 
American Bureau at Washington’ In this way the fullest details of 
` trade possibilities in what has been called “ the neglected continent ” 
would be made available. Our lead in this part of the world cannot be 
maintained without organisation to meet keen competition. 

7. It must be realised that the Government is but one institution 
of the nation, and its functions are not productive. Business men 
should formulate their own schemes and insist on them. Some resistance 
to the State is as necessary now as it was in the time of Hampden. The 
excuse that the Government has become representative will not bear 
close analysis. Both employers and labour will before long be convinced 
on this point. . 
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is here described, with charts and diagrams, by an experienced industrial engineer. 





The Works Stores | 


By Worum J. Hiscox 
Author of “ Factory Administration ” 


An Up-to-Date System of Organisation 


r is proposed to devote this article entirely to a definite system of 
store organisation, suitable for a large factory, and it may be said 
at once that a system similar to the one about to be described is in 
actual operation, and has proved in every way satisfactory and efficient. 

In the large factory, the store organisation must perforce be of an 
elaborate character, on account of the vast field of operation, but this 
does not mean that it need be cumbrous, if properly worked. It must 
be comprehensive, but no overlapping or duplication is necessary, for 
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intelligent sectionising will ensure a proper distribution of duties, so 
that each person knows exactly what he has to do—where his activities 
start and where they end. 

The idea is for a main central store as a source of supply for the 
whole factory, this being divided into definite departments, and these 
departments divided again into sections. To facilitate progress and to _ 
simplify procedure, a sub-store is situate in each of the manufacturing 
departments, these sub-stores receiving supplies from the central store, 
and issuing them to the requisitioning manufacturing department. 


Duplex Principle of Store Organisation 
The organisation of the central store is upon the duplex principle— 
that is to say, the clerical work and the actual handling are absolutely 
identified, the one with the other. Each store department has its own 
clerical staff, and that staff is sectionised in precisely the same manner 
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as is the handling side. In order to make this clearly understood, it is 
proposed to show the system operating in a large factory engaged upon 
the manufacture of electrical appliances. 

The following classes of apparatus are being manufactured: (1) Con- 
trollers, (2) Switch gears, (3) D.C. Motors, (4) A.C. Motors, and (5) Genera- 
tors, and for each of these there is a separate manufacturing department. 
The central store also is similarly divided, so that at the moment there 
are five definite departments comprising the store organisation. 

These, however, are supplemented by further departments for the 
purposes of efficiency and economy, for it is not possible for these five 
departments to do the entire catering for the five manufacturing depart- 
ments referred to. In order to understand this fully, it is necessary to 
refer to the writer’s recent articles on the Progress Department, where 
it was pointed out that, although a given manufacturing department was 
entirely identified with a specific class of manufacture, certain depart- 
ments, such as the foundry, smithy, etc., catered for the needs of the 
entire factory, it being obviously uneconomical for a foundry or a smithy 
to be attached to each of the so-called “ self-contained departments.”’ 

The same remarks apply to the store in at least two particulars, the 
first being in connection with bar and sheet material. Each of the manu- 
facturing departments has a call for this class of material, and it is just 
as likely for the A.C. Motor Department to require $ in. diameter steel 
bar, as for the Generator Department. As such material is for general 
use, it is not wise to hold it in each of the store departments already 
referred to, and so a separate store department is created, to supply the 
whole of the factory with bar and sheet material. 

The second case is in connection with winding. As in the case of 
the foundry, the Winding Department is a separate concern, handling all 
classes of work requiring winding. To supply this department with its 
specific requirements, therefore, a definite store department exists, and 
so the number of “ feeding departments,” so far as standard materials 
are concerned, is increased to seven. 


Departmental Functions 

It will perhaps be as well, before proceeding further, to consider the 
functions of these seven departments, which, togéther with the Receiving 
Department, may be said to constitute the works stores. 

It has already been said that the stores departments are sub-divided 
into sections, which in the main consist of receiving and issuing, and 
it is obvious that, in order to conduce to efficiency, these functions must 
not be allowed to clash. The one is as important as the other, for without 
receipts there can be no issues, whilst without issues there is no point in 
soliciting receipts. The five store departments, directly associated with 
the five manufacturing departments already referred to, are worked in 
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precisely the same manner, and by taking one of these for the purposes of 
illustration, our object will be achieved. 

The A.C. Motor stores department specifically caters for the A.C. 
Motor manufacturing department, and therefore deals exclusively with 
those parts which comprise that class of manufacture. This department 
has its own clerical staff, and activity may be said to commence with 
the arrival of the specification list. 

This list is issued from the drawing office, and shows precisely every 
detail used in connection with every given order. The order may cover 
anything from one to one hundred’ A.C. Motors of the same type and 
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size; the number of details being multiplied by the number of motors 
on the order. Thus, three details to one specific drawing number may. 
be used for the erection of one motor, so that, should the order cover 
twenty motors, then sixty of those pieces would be required. 

The specification list gives the route order of every piece, so that it 
is easy for the stores department to determine which of the pieces it is 
called upon to handle. Assuming that the store department is No. 1, 
and the manufacturing department is No. 5, it is obvious that pieces 
so indicated on the specification list (excepting in the case of bar and 
sheet material) are to be handled by that store department. The 
exceptions will be dealt with later. 

It has been said that the duplex system is favoured, by which is 
meant that the clerical work and the actual handling are dealt with 
simultaneously. Two copies of the specification list are therefore 
necessary for the store department, but experience has shown that the 
extra expense consequent upon this is more than covered by the efficiency 
attained. The following will serve to illustrate what is meant. 
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It was in one factory once the practice to issue one copy of each 
specification list to the store department, and this, in the first instance, 
went to the clerical side, for recording purposes. The class of manu- 
facture was on the rapid delivery basis, the store being allowed but 
two days in which to get the parts sent to the manufacturing department. 
Considering that sometimes a dozen different specification lists were 
received during one day, and that about 100 items were covered by each, 
this necessitating posting on 100 different stock cards, it is obvious that 
the store man did not get much time for collecting the parts together, 
as the specification list did not reacli him until the whole of the posting 
was completed. Apart from this, the list had to go to the bar material 
department, and also to the winding department, and as a consequence 
issues of parts to the manufacturing departments were not made to 
time. 

So the duplex system was tried, and met with instant success. The 
clerk received his copy of the specification list as heretofore, but at the 
same time a copy was also sent to the man in charge of the issuing section. 
This individual could thus immediately commence operations, without 
waiting for the clerical records to be compiled, and so the clerical work 
and the actual handling of the parts required for any specific order 
were taken in hand simultaneously, and an enormous saving of time 
effected. 


How to Avoid Stock Discrepancies 

‘Now it is a well-known fact that, no matter what precautions are 
taken, it is practically impossible to entirely eliminate the differences 
` between actual and recorded stocks. The writer has spent a good deal 
of time attempting to evolve the perfect record of stocks, but success 
is not yet absolute. The duplex system under review has helped in 
this direction, and is to be commended upon that score alone, for it 
brings to light discrepancies which otherwise might remain hidden for 
some time longer. 

The stock clerk, upon receipt of the specification list, immediately 
“ posts ” the details upon the stock record card. The usual procedure 
is for each component part to be recorded upon its own record card, as 
shown in the illustration, this card being designed to show (1) the number 
of receipts, (2) the number of issues, together with the order number, and 
(3) the number of parts available after all orders are cleared. Assuming 
that one assembly comprises 100 different components, this means that 
100 stock record cards must be handled each time an order is received 
covering that specific assembly. 3 

The fact that, owing to the application of the duplex system, the 
section man need not await the instructions of the clerk, means that 
_ the latter can work more systematically by posting several orders at 
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the same time, thus materially reducing the number of card handlings. 
Under the old method, which allowed but one copy of each specification 
list, the clerk was obliged to post an order immediately the specification 
list was received, in order to pass it along to the section man with as 
little delay as possible, only to find that, immediately afterwards, another 
order, “covering precisely the same parts, necessitated posting. Thus 
the 100 cards, which had just been handled, again demanded attention, 
this, of course, wasting so much valuable time. 





COMPONENT STOCK RECORD 









































The present method is for the clerk to do his posting periodically, 
care being taken-to see that all orders are cleared on the day they are 
received: The clerk is provided with a clock stamp, this recording the 
exact time the specification list is received, and at a given time he will 
place all specification lists in order for posting. There may be three or 
four identical lists, and as each card is taken out the three or four 
different sets of parts are posted before another card is taken in hand. 
‘In this way only 100 cards are handled, instead of 300 or 400, as 
demanded by the older method. 


When Fresh Supplies are Needed 
With standard parts, the practice is to work upon a maximum and 
minimum basis, both -sets of figures being shown upon the stock records 
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card. The minimum figure is regarded as a rule as the order point, and 
not as the lowest quantity to be held in stock, and the clerk, immediately 
this figure is reached, issues orders for fresh supplies. This order point 
is usually based upon estimated requirements for a given period, the 
period varying somewhat in accordance with the time necessary to get 
the new supplies into stock. In some cases a six weeks’ supply is 


STORES REQUISITION NOTE 


To Progress Department. ` 


Please issue orders for the manufacture of the following parts, 
charging all time and material against the above Number. 





Order when completed to be Returned to the Stores (A.C. Motor) 
Department. 5 


Completed. , (Signed) s2503 si caceees tie ced anaana 
Progress Dept. 


PURCHASING REQUISITION 


To Purchasing Department. 


Please order the following material for Works Stock. 


Quantity. Cat. No. | Size or Spec. Description. 














Required DY scscccsvesssserccecsserisdsaceics Signed 


The W orks Stores 





‘considered ample, but in others three months is favoured. The maxi- 
mum figure is fixed in relation to the minimum, although even here 
there are variations consequent upon (1) the time required to get them 
into stock, and (2) the economical manufacturing quantity. The maxi- 
mum figure may therefore be (a) twice the minimum, (b) three times 
the minimum, or (c) in exceptional cases more than three times the 
minimum. 

Everything, of course, depends upon the demand, so, for illustrative 
purposes, we will assume that the output of the specific line of manu- 
facture is 40 units per week. For the component, of which but one is 
required for each unit, the order point (on a three months’ demand) 
would be 520, and the maximum figure (at three times the minimum) 
1,560. We would infer, therefore, that, upon the minimum figures being 
reached, the clerk would place an order for 1,000. 


URGENT STORES 
To Progress Department. 


Please advise when the following may be expected— 


Reply to Stores A.C. Department. 


It is here that the clerk must use discretion, for in some cases, on 
account of the length of operation, it would be better to order a smaller 
amount, whilst in others it would be wise to increase it. If the part is 
produced upon an automatic machine, or upon a press, a comparatively 
small number would be an uneconomical proposition, and in such 
circumstances the quantity ordered would of necessity be quite 
disproportionate to the actual minimum. 

The stock clerk must know where to order, that is to say whether 
the part in question is made in the factory or obtained from an outside 
maker. If the part is made in the factory, he need not know in which 
department the order is to be placed, this being left either to the planning 
or the progress department. The business of the stock clerk in this 
direction is not finished with the placing of the order, for he must take 
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steps to acquaint the progress department with the urgency of the 
parts ordered, and so ensure adequate stocks being always available. 

Each item of the specification list is cancelled as the record is made 
on the stock card, but if, through shortage of stock, any specific item 
cannot be posted, the corresponding item on the specification list is 
not cancelled, but left until stocks are repleted and the card record 
cleared. The specification list is now sent to the clerk in the next section 
having any interest in this order, ie. the bar material section or the 
winding section. This will be dealt with later. 


Issuing Material 

We may now trace the working of the other specification list which 
has been sent direct to the section leader, and which is used in connection 
with the actual handling of material. This list is the storekeeper’s 
authority to assemble and send material to the manufacturing depart- 
ment, no foreman’s requisition or demand note being necessary. It is 
known that, in connection with this line of manufacture, speedy delivery 
is essential, and so, without loss of time, the necessary parts. as given 
on the list, are sent to the manufacturing department requiring the same. 

Each item on the specification list is cancelled as the parts covered 
by the same are assembled, in precisely the same way as the duplicate 
list is treated by the clerk when posting. The stores lockers, or bins, 
are arranged so that each contains a quantity of a given component ; 
that is to say just as one stock record card is issued in connection with 
a specific component, so also is one locker set apart for the actual storage 
of that component. In each locker will be found what is termed an 
“In and Out” stock card, this being used to record all parts entering 
and leaving the locker in question. 


STOCK RECORD — 


Drawing No... Nåme Soho Ai Locker No 














In the event of the store being unable to clear the specification list 
(so far as_that section is concerned), the section leader immediately 
reports the same to the clerk, and thus any variation between the record 
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and the actual stock is immediately discovered. The stock record card 
is checked against the “ In and Out” card, and the necessary adjust- 
ments made. The specification list, when cleared as far as possible, is, 
like its fellow on the clerical side, sent to the next section, i.e. bar material 
or winding. 


The Bar Material Section 


We may now follow the specification list to the next store department, 
which we will assume is the bar material section, and, as before, consider 
the clerical side first. This department, like the preceding one, has its 
own check, but it must be remarked that this department is concerned, 
not merely with one specific line of manufacture, but with every order 
in connection with which bar material is required. Thus, here a greater 
number of specification lists will be handled, but as only a comparatively 
few items necessitate posting, the work is not so formidable as at first 
appears. 

The clerk in this department has a set of stock record cards, but 
instead of each card dealing with a specific component, as in the preceding 
department, it deals with one specific size of bar. Thus, one card gives 
particulars of in. diameter bright drawn steel, another in. hexagon 
steel bar, and so on. The specification list may read as follows: “ Item 
10. 20 rotor shafts to drawing 5,620; material required: 44 ft. of 14 in. 
diameter bright drawn steel,” and so the clerk posts the 44 ft. of steel 
upon the. card covering 1} in. diameter bar. 

The stocks here are maintained upon a maximum and minimum 
basis, as in the case of components, and immediately the order point 
is reached the clerk orders further supplies upon the purchasing depart- 
ment. It must be observed here that recorded stocks are not actual 
stocks, so far as general utility goes, for it must be borne in mind that, 
for certain operations, such as automatic and capstan work, short pieces 
of steel are useless. The stock card may show the stock at 100 ft., and, 
* receiving an order for 96 ft., the clerk imagines he can just clear the 
order, only to discover that 20 ft. of the material is in short pieces, and 
therefore useless for this particular work. , 

Much depends here upon the actual handling, and the section leader 
must interpret his orders intelligently in order to use his material to the 
best advantage. He must know the operation for which the material 
is required, and wherever possible use up the short lengths first. Some- 
times the bar is too long for economical handling, and the manufacturing 
department desires the store-man to cut each bar in half before sending 
out. In doing this, the possibilities of getting scrap short ends are 
doubled, and so the store-man, before acceding to such a request, should 
ascertain the length of the articles to be manufactured, and cut his bar 
to the best possible advantage. Much scrap can be saved if this 
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precaution is taken, and the card records are, aS a consequence, more 
reliable. 

The bar material section man accepts the specification list as his 
authority for providing the material, and, when completed, so far as 
this department is concerned, the list is sent on to the next department, 
i.e. the winding section. 

This, like the bar material section, is not confined to any specific 
class of manufacture, but caters exclusively for the winding department, 
which handles the whole of the winding and insulating for the factory. 
The clerk here has his own stock record cards, as in the other sections, 
though the method of keeping stocks is not quite the same. 


EXCESS MATERIAL 


TOn pre ote Dålt opinni To Stores Department. 
Dateien isnin 
Please note you have received on : , 
Specification List Nou... | Herewithnnrsi is Iba. 
Item: iiano JOs. l iiis of : of excess wire in con- 
wire, Size... over and above : nection with Specification 
fi ification List. : 
tiat called. Tor on -Spociication List Nonennarnnisnr 
Please return this excess to Stores as : 
early as possible. ; returned. 
(Signed) niaaa : (Signed)......... aaye 
This sent to Winding Dept. from Store with : This sent to Store from Winding 
excess wire. ; Dept. when excess js returned. 


The stock of wire is shown by weight, there being one stock card for 
each size or classification of wire, and the specification list gives the 
weight of wire required for the units covered. In this section also is 
found records relating to flux, solder, insulating tapes, and other inci- 
dentals, although here a certain amount of latitude must be allowed, 
for these records are rarely absolutely correct. Instead, therefore, of 
a definite amount of solder, etc., being recorded against each specification 
list, it is more often agreed to allow the shop foreman to requisition such 
supplies in bulk; say a certain amount each week, this being duly 
recorded. In regard to terminals, couplings, etc., these are given a 
definite drawing number, just as the other components, and these are 
recorded, as are the components in other sections. i 

In issuing wire to the shops, the exact amount required for the order 
is not sent, for it must be borne in mind that the wire is in a continuous 
length, wound on-a drum, and any attempt to cut off the prescribed 
amount would result in a certain amount of scrap accruing. To guard 
against this, therefore, a drum of wire is weighed and sent to the winding 
department, the full weight being charged against the order. The 
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department uses the requisite amount of wire and returns the balance 
to the store, the department receiving credit for the weight of wire 
so returned. 

The specification list should by now be cleared, but assuming that 
one or more items have not been cleared by one of the earlier sections, 
the list is returned to that segtion. When the list is entirely cleared, 
i.e. every item thereon cancelled, the clerk’s copy is sent to the costing 
department, and the section leader’s copy filed for reference in the 
general stores office. 

It will be observed that by this method the specification list is cleared 
systematically, and that it cannot leave the store until every item is 
cancelled. It will be seen also that the issues are made to the manu- 
facturing departments in the correct sequence, having due regard to the 
delivery date of each department. Thus, in the first instance, the list 
is received in the stores section catering for the first assembling, which 
perhaps must be completed within three days of receipt of the order. 
It then goes to the bar material section, this material being wanted in 
the shop as soon as possible after the first assembling isin hand. The 
winding department cannot commence operations until the assembled 
core is received, and so a few days longer are allowed for the issue of the 
wire. It may in certain instances, be advisable to vary the sequence, 
but this can be arranged in accordance with the special conditions 
controlling manufacture. 


System of Receiving Standard Parts into Store 


The receiving of standard parts into store may now be considered, 
and in this connection it may be observed fhat all parts received come 
from (a) outside supplies, and (b) the factory departments. Dealing 
with the goods in the first category, these are accepted into the factory 
by the stores receiving department, and, when inspected, are passed to 
the store section interested. Thus, A.C. motor details go to the A.C. 
motor section, generator details to the generator section, and so on. 
All bar and sheet materials are passed to the bar material section, and 
wire and the accessories to the winding section. : 

These goods are received by the respective section leaders, together 
with a delivery note, and when counted and checked, are entered upon 
the “ In and Out ” stock card, and put into stock. The delivery note, 
which is in duplicate, is signed by the section leader, one copy returned 
to the store receiving department, and the other sent to the section clerk. 
Upon receipt of the delivery note, the clerk enters the contents upon 
his stock record card, this automatically cancelling his entry under 
“Goods on order.” The delivery note is then filed for reference. 

The same procedure is followed in connection with parts received 
from the factory departments, except that these are received direct . 
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from the shops, and not through the stores receiving department. To 
pass these through this latter department would achieve no good purpose, 
and would only result in duplication and unnecessary delay. A copy 
of each delivery note, whether emanating from the factory departments 
of the stores receiving department, is sent to the cost office when the 
goods have been accepted by the store. , , 


Treatment of Sub- Assemblies 


One more point may be mentioned in connection with stores issues 
and receipts, and that refers to what are known as .sub-assemblies. 
In a semi-standard or standard line of manufacture it is usual for a 
number of component parts to be assembled together, and then held in 
store to meet the requirements of an order. As an illustration, the case 
of a motor end shield may be given. The end shield itself is one com- 
ponent, and as such is received in the store. It is considered advisable, 
however, to stock the end shield complete, and this means the with- 
drawal of the end shield as a component part from stock, and being 
received back as a complete end shield, i.e. assembled with the bearing, 
lubricating pipe, oil well covers, and any other appurtenances. 

The method of dealing with sub-assemblies is the same as with 
components, the placing of orders for the assembly being a stores matter. 
The section clerk has a stock record card for every component, and in 
this category appears the end shield, bearing, oil well cover, etc. He 
also has a stock record card for each sub-assembly, this including the 
complete end shield. When a specification list is received, the item 
referring to the end shield implies the complete sub-assembly, and not 
merely the component paft. He therefore posts the item upon the 
sub-assembly stock card, and when the figure thereon reaches the ordering 
point, he places an order for further supplies. _ 

Having done this, he has to advise the section store-man, for this 
individual does not receive a specification list as in the case of customers’ 
orders. The clerk, however, has what is known as a stores assembling 
sheet, this enumerating the component parts comprising the sub-assembly, 
and, heading this with the order number, and filling in the quantities 
required of each part, he sends this to the section-man, who treats this 
as an order and issues the necessary parts to the assembling shop. 

This assembling sheet is made out in duplicate, the clerk retaining 
one copy, and from this he posts the various items on the component 
stock record cards, or, in other words, the assembling sheet is treated in 
precisely the same manner as is the specification list. When the assembly 
sheet is cleared, one copy is sent to the cost office. 

This may be said to complete the review of the actual works store 
organisation, with the exception of the receiving department, which, 
. together with the manufacturing department stores, must be dealt with 
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in another article. The commercial store and the dispatch department 
will also be dealt with there, and the whole will be a comprehensive 
survey of an up-to-date store organisation which can be applied to any 
business dealing with varied lines of manufacture. 


(03) O Oo 


How the Finance Act, 1922 


Affects Employments formerly under Schedule “ D ” 


By W. REGINALD Bray 


No that it has been firmly established by the Chancellor of the 

Exchequer that the minority of employments, on which assessments 
- have hitherto been made under Schedule “ D,” will be transferred to 
Schedule “ E,” it is of importance to consider what effect the change 
will cause. 

Tt will be seen that those who come within the scope of the transfer 
will escape taxation on their income (excluding untaxed interest) for 
the year ended 5th April, 1922, or to whatever date their return was 
immediately made up (immediately preceding the 5th April, 1922), so 
that those who received large bonuses or commission, etc., during that 
year will benefit considerably by not being assessed on those figures. 

Taking the two following examples, it will be observed that “A” 
will be in a far better position with. regard to taxation than “B,” 
disregarding, of course, the question of personal allowances. 

The following are the incomes of each for the years ended 31st 
December, which would have been used for the year 1922-23 had 
Schedule “ D ” applied— 


(L A a” ae B n 

Year Ended 31st December, 1919 : . £200 £500 
1920 - ' «+ 400 400 

192] $ - 500 200 

Average . : . . . £366 £366 


Amount of Incomes respectively expected 
to be received during year ending 5th £380 £500 
April, 1923, and which it is assum 
were not altered; i 


“B?” has brought into average £500 twice before. “A” would have 
brought £500 into. average under “ D ” but never pays tax on it at all, 
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while “ B ” only escapes tax on £200, moreover “ B ” happens to have 
more income than *‘ A ” for the year as assessed under “ E.” 

It is clearly shown therefore that under the old system each would 
have paid on the same amount but under the new “A” has the 
advantage. 

The Chancellor has also decided, as shown by the copy of his letter, 
that there is to be no modification of the general rule governing the basis 
of assessment under Schedule “ E,” and therefore clerks must return 
their present salary, and if they are fortunate enough to receive any 
other emoluments by way of overtime, bonus or commission they will 
ultimately receive additional assessments in respect thereof, for no one 
will be so,foolish as to return what they are not sure of receiving. 

Employers should therefore, without delay, revise their _salaries 
book and where it applies, their wages book (manual workers will still 
be assessed quarterly), so that the remuneration paid to each employee 
for the year ended 5th April, 1923, and onwards, can be readily ascer- 
tained. The revision of the salaries or wages book would be a very 
simple operation, and in the example the end of the financial year of the 
business is taken to be the 3lst August—all that is necessary being to 
analyse the total of the remuneration paid, between the seven months 
to 31st March, 1922, and the five months to 31st August, 1922. The 
following year the same again is done, so that the return for 1922-23 
will be the totals of the five months to 31st August, 1922, and seven 
months to 3lst March, 1923. 

Two columns should therefore be added to the analysis of these 
books. Thus— ` 


New COLUMNS. 











7 Months to 5 Months to 
Salaries or Wages Book. 31st March, 31st August, 
- 1922. 1922. 

















| mee a aN 
| 
(Original columns not altered) | 


N.B.—The number of months will be entered according to the date on which 
the financial year of the business ends. 

The “ average,” of course, is still in operation for businesses; for 
instance, a person who is a secretary, music teacher, receives an army 
pension and who also receives untaxed income from investments, would 
be assessed as follows for 1922-23— 


(a) As Secretary. On the amount payable during the year of assessment. 

(b) As Music Teacher. On the average of the three years preceding the year of 
assessment, i.e. years ended 31st December, 1919, 1920, 
1921, or 5th April, 1920, 1921, 1922, or according to 
when the accounts were usually made up. 
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(c) Army Pension. The annual amount payable during the year of assessment. 
(d) Untaxed Interest. The amount arising in the year preceding the year of 
assessment, viz., the year ended 5th April, 1922. 


TREASURY CHAMBERS, 
WHITEHALL, S.W.1. 
30th May, 1922. 
DEAR SIR, 

In reply to your letter of the 20th May I am desired by the Chancellor of the 
Exchequer to say that the proposal in this year’s Finance Bill is to transfer to 
Schedule “ E ” the minority of employments on which assessments have hitherto 
been made under Schedule | D,” and there is no question of modifying the general 
rule governing the bsis of assessment under Schedule “ E.” at 

Yours faithfully, 
(Signed) P. J. GRIGG. 
W. R. Bray, Esq. 


Merchants and Marine Insurance 


Brokers 


By 0. H. JOHNSON 


i frequently occurs that merchants, instead of entering into personal 
negotiation with marine insurance companies or underwriters, employ 
brokers to effect their insurances, and in such instances where the mer- 
chant has no technical knowledge this is an advantageous arrangement, 
for thereby he obtains the benefit of the wide experience of an expert 
who can advise him and also secure the best market for the risks. Subject 
to the proviso that a reputable concern is employed, the principal can 
rely with confidence upon the broker obtaining the protection desired 
‘at the lowest rate consistent with the security offered, and furthermore 
in the event of loss or damage the broker will undertake the recovery 
from the company. It is superfluous to remark that this is not done for 
philanthropic reasons alone, the consideration for these services being 
‘the rebate of 5 per cent on the gross premium which is allowed by the 
insurance company. This deduction is called the “brokerage,” but 
in addition there is a further discount of 10 per cent on the gross premium 
less the brokerage, which is allowed in all cases unless a net rate has been 
specifically quoted. The discount was originally intended to be given 
orly when the premium was paid ‘before a given date, but the general 
practice to-day is to allow it in all cases. It is intended essentially for the 
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benefit of the assured and not the broker, although the cupidity of the 
latter may deprive the assured of it, hence the importance of instructing 
brokers of high standing who will not avail themselves of the ignorance 
of their clients. On the other hand, the practice of certain firms, who, 
priding themselves upon their keenness, demand a share of the brokerage, 
cannot be too strongly deprecated, as brokers, compelled to share their 
remuneration, cannot be expected to give their best in the interests of 
greedy clients. 


Legal Responsibility of the Broker 


The implied contract between broker and principal requires that the 
former shall comply with his instructions and exercise due diligence on 
behalf of his principal. It cannot be denied that some insurance agents 
and even brokers consider their responsibility ended when the premium 
has been paid and their commission or brokerage secured, but where 
clear instructions have been given to insure the goods against specific 
risks and the required protection has not been obtained an action for 
damages may lie against the brokers. 

An interesting case (Gomer and Another v. Pitt & Scott) bearing upon 
this question of the responsibility attaching to persons acting in the 
capacity of brokers was before the Court of Appeal very recently. Messrs. 
C. Gomer & Co., of Lisbon, having purchased a quantity of fishing nets, 
etc., wrote Messrs. Pitt & Scott, a firm of shipping agents, upon the arrival 
of the goods in London from Japan and requested them to call at the 
bank holding the marine insurance policy, and verify that the goods 
were insured through to Lisbon. Messrs. Pitt & Scott received a verbal 
assurance from the bank that all risks were covered and also a statement 
in writing as follows : ‘‘ We confirm that the bank holds marine and war 
risk policy containing the clause: with average, including theft and 
pilferage respecting the shipment of goods mentioned overleaf.” Actually 
the policy covered the goods only to London and the vessel upon 
which they were shipped to Lisbon was torpedoed and, asa result of this 
carelessness on the part of some one, the owners were unable to recover. 
Messrs. Pitt & Scott maintained that it was not incumbent upon them to 
examine the policy, and that their instructions were satisfied by obtaining 
the above verbal and written statements from the bank. It was. held 
that the appellants had not exercised reasonable care in complying with 
their instructions to ascertain that the goods were insured through to 
Lisbon, and in fact the opinion of Lord Justice Warrington was that 
personal inspection of the policy was necessary, the bank’s statement 
not being sufficiently explicit to warrant the reliance placed upon it by 
the appellants. The opinion of the Court was that “ that care which 
a reasonably careful man of business would have exercised in his own 
affairs ?” had not been observed, and the appeal was therefore dismissed. 
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Efficiency in the Office 


Pithy Notes on the Latest System Developments 


By “ VIGILANS ”’ 


j A profits by his own experience, a wise man by the experience 
of others.” The efficient organisation of a business was in the 
past a slow and costly process. The executive had only their own 
experience to draw on; their schemes of office routine, sales promotion, 
advertising, etc., had necessarily to be based on their own laboriously 
acquired knowledge of the conditions to be contended with in their 
particular line of business. But the process was slow, and the period 
intervening between the initiation of the office routine and necessary 
recording schemes and the stage at which something approaching perfec- 
tion in these matters could be said to be arrived at was often characterised 
by humiliating mistakes with consequent waste of time and money. 
Nowadays the business man has at the outset many sources he can draw 
upon for information of value to him in his office organisation, information 
which if acted upon anticipates a pitch of efficiency only to be acquired 
otherwise in the course of years. The reputable systems firms to-day 
offer to the business man the epitomised knowledge of twenty, thirty, and 
forty years’ experience in organisation problems; they have come in 
contact with all manner of varying conditions, and can show the present 
“client how he may avoid the pitfalls incidental to “ learning for one’s 
self.” In short, the business man to-day is offered facilities for 
“ profiting by the experience of others’’ instead of by his own, which 
proclivity is supposed to characterise the wise man in contradistinction 
to the fool. 


How the System Expert can Help the Business Man 
Many business men resent what they consider to be an implication 
on the part of the systems firms that they (the systems firms) can show 
them how to run their business. As a matter of fact, no system house 
of any standing ever made such an assertion, though they are often 
cfedited with having done so. What the system man does say is that 
from his long experience he can present a solution to a problem in office 
routine which would possibly escape the man concerned only with his 
own trouble. He has solved similar problems before and can bring that 
experience to bear on the present case. The system man does not claim 
to know everything about every business, but he does, quite justifiably, 
claim to know his own, which is to evolve a means of co-ordinating the 
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routine incidental to the record keeping in office or factory so that 
duplication of entry and overlapping of records is avoided, with a conse- 
quent economy in time and assurance of accuracy. “The business man 
needs to concentrate all his activity on the larger affairs of business—the 
questions of policy, the finding of markets, and sales promotion generally. 
He cannot give these adequate consideration if he is harassed with matters 
of internal routine. It is in this respect that the system man can help 
him, by so engineering the internal organisation that a well defined 
course of procedure is laid down in respect of all the clerical work of the 
office, so that facts and figures are to hand immediately they are wanted. 


Essential Function of Office Systems 


Proposals respecting the installation of a particular system have 
often been rejected by an executive on the score that the information 
which the promoters of the system claim it will produce is information 
already on record, and that therefore the proposed system will be of no 
material help. Herein lies a great misapprehension. Every business 
house, one hopes, has somewhere among its records those necessary facts 
and figures respecting stocks, sales, quotations, turnover, and the like, 
which have to be referred to and considered from time to time. But 
too often that information is not readily accessible. When required it 
has to be ‘‘ dug up” from various sources—ledgers, day books, corre- 
spondence, copy invoices and other documents—and before its presentation , 
is possible in comprehensible form delay results while it is being sum- 
marised and tabulated. The object of most systems which are submitted 
to business heads is to ensure that the work of tabulating the information 
becomes a matter of everyday routine, gathering from many scattered“ 
sources vital facts and figures, so that they are rendered accessible 
immediately when wanted. This is a particular value of system—it 
provides a series of returns, correctly written up to the last moment, 
the compilation of which is so regulated that time spent on the work 
can easily be incorporated in the other routine of the office, and the 
medium on which they are recorded of such a nature | as to ensure 
immediate reference as occasion demands. 


The Modern Sales Statistics Record 


Take, for instance, the matter of Sales Statistics Records. No one 
would have the temerity to suggest that when a sales manager wished fo 
ascertain definite figures as to the total sales of one or all of his lines 
he would be unable to secure the information. He certainly could secure 
it from among his records, but in very many cases the demand for it 
would not be satisfied without the expense of much clerical labour and 
time at a moment, possibly, when quick reference was all important: 
The modern Sales Statistics Record, however, ensures that information 
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of this nature is tabulated day by day with a singular economy of effort. 
It acquaints the sales manager, at any moment, with the exact position 
as to the sales figures in respect of any one individual customer, or of 
any or all of his lines. It gives the total analysed sales registered in 
respect of a town or group of towns, reveals when sales are falling off, 
shows up weak territories, and gives every data necessary to sound sales 
promotion—showing the position from day to day. It will be seen that 
the system does not produce a single fact or figure not already existent, 
but it makes them a matter of everyday reference which may be con- 
sulted immediately the necessity arises, free from irritating and often 
costly delays. 


An Aid to Successful Sales Promotion 


One very valuable feature of a Sales Statistics Record lies in what 
has been called the negative information it affords. Paradoxical though 
` that may seem, it is nevertheless true. Successful sales promotion 
consists largely in the concentration of effort on slowly moving lines. 
Those in regular demand do not call for the same attention as those 
which fail to find favour. The good selling lines progress and maintain 
_ their progress largely by their own momentum, and to a certain extent 
may safely be given second place as far as actual prosecution of sales is 
concerned. The pugnacious effort is more profitably employed on the 
weak lines, and it is obvious that the sales manager with a competent 
sales force has only to know which of his commodities fails to figure 
high in his returns (due regard being had for contributory causes to such 
poor sales arising from local conditions) for him to amend his policy 
accordingly in respect of these lines with a gratifying increase in sales. 
When the information is presented daily (not spasmodically, monthly, 
or quarterly, as may be the case in the absence of a Sales Statistics 
Record) he may check a falling off immediately, and revivify a demand 
for decaying lines which, if neglected, would possibly be a costly matter 
to rectify later. 


How do Your Travellers Spend Their Time ? 


The head of an American manufacturing firm has recently been 
making an analysed survey of his travellers’ time, as a result of which 
he has come to the conclusion that of the total time spent by a traveller 
in his territory, 15 per cent only was actually devoted to the productive 
work of selling. Of the balance of 85 per cent, clerical work absorbed 
10 per cent and walking and waiting the remaining 75 per cent. That 
would appear to be quite a fair estimate of the time which conditions 
allow a traveller to devote to his proper work. On this basis it would 
seem that out of an average working day of eight hours, no more than 
_ one-and-a-quarter hours are actually spent in interviewing customers. _ 
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This being so, that all-too-short period must be packed with productive 
talk and must yield results out of all proportion to the time spent if 
the traveller is to justify his position. This has an important bearing 
on what bas been written above on the value of the “ negative ” informa- 
tion presented by the Sales Statistics Record. To be fully productive 
in the short hour-and-a-quarter allowed him the traveller must conserve 
his effort and not dissipate it by too much talk concerning the lines 
which are selling well, the orders for which are assured. He must talk 
on the commodities whose sales require increasing, and he must conse- 
quently be continually advised of those on which sales effort should be 
concentrated. The sales manager, from the information a sales record 
constantly gives him, is enabled to post his travellers with the required 
hint as to articles which are to be pushed, thus benefiting by the 
“ negative ” information, with fruitful results in increased turnover and 
its beneficial effect on the manufacturing side of the business. 


Wasted Energy in the Office 

It would be interesting to know the result of an analysis similar to 
the above, but made in respect of the internal routine of the office instead 
of the work in the sales field. Undoubtedly it would be remarkable. 
In many offices the dissipation of energy is surprising, and this not from 
any attempt on the part of the members of the staff to shirk their duties, 
but because they are equipped with the wrong implements for their 
task. The unreliable clerk, and the slow one, are not necessarily the 
result of individual inherent incapability. Often the apparent incom- 
petence is due to the methods they are compelled to employ. Accurate 
results are expected when the very materials the clerk is given to work 
with dull the intelligence and lead to mistakes. Speed is demanded 
when the method by which the labour is expressed retards the quick 
worker at every point. Consider, for instance, the position of the ledger 
clerk working with bound-book ledgers which, though old-fashioned, 
are still, unfortunately, all too prevalent. An analysis of the labours 
of such an ill-equipped clerk would be a revelation to his employers who, 
while complacently assuming they are paying their clerk to post accounts, 
ignore the vast amount of work incidental to such a task which is 
aggravated by the out-of-date nature of the ledger used. Actual figures 
are not available, but it is safe to assume that taking a normal morning’s 
work of four hours and deducting the minutes and seconds eaten up by 
such preliminaries as consulting the index to the ledger and finding the 
accounts, itself a slow process entailing the turning over of numerous 
pages, all of which is only preparatory and the preliminary to the posting 
of each individual account, it is a sanguine estimate which would put 
the exact time spent in inserting in ink the items and amounts in the 

«_ correct accounts as an hour at the most. 
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Given the proper tools the average clerk will perform his work well. 
Self-preservation and security of tenure of his position will’ ordinarily 
ensure this. A ledger clerk’s proper working material is the flexible 
ledger, either card or loose-leaf, according to the necessities of the 
particular office. Either of these forms of ledger permits of efficient 
guiding for the purpose of speedily locating any required account, they 
dispel entirely the need for handling dead matter, and, by occupying 
the minimum of space, curtail the time employed in the actual manual 
labour of operation. They free the clerk from the unnecessary and 
confusing worry inevitable in the manipulation of the old-fashioned 
bound-book ledger, thereby reducing fatigue and tending to a clearer 
mind and sustained vigour. All this has its consummation in quicker 
despatch of the work in hand combined with accuracy, since fatigue, 
either mental or physical, is a more frequent cause of error than 
incompetence. 


Reviews 


America versus Europe in Industry 


By Dwıcar T. FARNEAM, New York. (Ronald Press, 1921.) xvili+ 492 pp. 
Price $4. 

This well-produced book is an attempt to compare American and European 
industrial methods in the light of changes brought about in Europe by the war, 
and is a record of personal observation on the part of the author. The very wide 
field covered includes the business methods and organisation, labour, education 
and selection of employees, personnel control, together with detailed matters of 
factory administration such as purchasing, storage, standardisation, planning and 
rate-fixing for England, France, Italy, Germany, and America. The differing 
national temperaments and business traditions of these various countries are sharply 
contrasted and the inferences drawn regarding the present industrial conditions 
and the effects of the war in these various countries are correctly drawn. 

It is peculiarly significant that an American should feel that the intensive 
developments in industry during the war contain a lesson, even a warning, for his 
countrymen, and the pioneer work done on this side of the Atlantic in many 
developments commonly considered American is fully recognised. 

While the book is of primary interest to American readers, it will not fail to be 
of value to English executives who may not be aware that new management 
methods are in some respects making more headway on the Continent than in this 
country. 


Reminders for Company Secretaries 
By Hursert W. Joppan. (London: Jordan & Sons, Ltd.) Price 1s. net. 


This excellent alphabetical summary of the more important obligations imposed 
upon limited companies by Statute is now in its eighth edition, and is clearly a very 
useful desk book for the Secretary. 
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Economics for Commercial Students 


By ALBERT OREW, Barrister-at-Law, assisted by Jonn SWAIN, B.Sc. (Econ.), 
Lond., and LAURENCE ASHMORE, M.Oom. (London: Jordan & Sons, Ltd.) 
Cloth gilt, 368 pp. Price 5s. net. 


The fourth edition of a work which can be warmly recommended on account 
of its lucid and concise statement of economic fact, and of the admirable manner 
in which it is arranged for the convenience of students. The text has been 
thoroughly revised, and incorporates various improvements which have been 
suggested as a result of experience. The Appendices, which comprise examination 
hints and notes, an able paper by Mr. E. H. Grout, B.Sc. (Econ.), on “ The 
Renaissance of Economics,” together with the questions set at the various pro- 
fessional and public examinations in 1920 and 1921, make the work specially 
serviceable to examination candidates. 


Harrap’s Bilingual Series: Swedish-English 


Five Stories selected from The Karolines. By VERNER VON HEIDENSTAM. 
Translated by AGNES A. ALLNUTT. (London: George G. Harrap & Oo., Ltd.) 
Price 1s. 6d. net. 


It would be superfluous to stress the commercial value of foreign languages 
in these pages, but attention may be drawn to the merits of this novel series, which 
presents language study in its most attractive form. Selected short stories by 
eminent writers are given with the foreign text and English translation on opposite 
pages. The books are of a convenient size for the pocket, and already include 
representative English, French, Spanish, Italian, German, Russian, Danish, Dutch, 
and Swedish masterpieces in the short story genre. Others will be added in due 
course, and as the translations combine fidelity to the original with literary skill 
of a high order, their popularity is assured. 


Getting the World to Work 


By Sm Omarıms W. MACARA, Bart. (Manchester: Sherratt & Hughes. ) 
Cloth gilt, 800 pages. Price 5s. 


Readers of this magazine are familiar with Sir Charles Macara’s point of view 
in regard to the problem of industrial reconstruction. They appreciate his sturdy 
independence, his sanity of judgment, and his uncompromising hostility to 
political muddling with trade questions. Many of them will therefore be glad 
to have this volume, which presents in permanent form the many articles he has 
contributed in recent months to leading newspapers and magazines. His sug- 
gestions for promoting the revival of trade on a world-wide scale and for securing 
peace in industry are based upon the successful business experience of a life-time, 
and are of a character which, we believe, will command the warm support of the 
general body of business men. 


Handbook on the Formation, Management and 
Winding up of Joint Stock Companies 
By SR Franois Gora-BROWNE, M.A., K.O., Master of the Bench of the Inner 
Temple. (London: Jordan & Sons, Ltd.) Price, post free, 16s. 

The present is the 35th edition of this important standard work, which now 
extends to 759 pages, and represents, at the price, a noteworthy publishing achieve- 
ment. The text has been carefully revised and brought up to date throughout. 
As the work deals with the whole subject of joint stock companies in the most 
thorough and comprehensive fashion, and is recognised as indispensable to the 
company secretary, it is unnecessary to praise it further. 
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NOTES OF THE MONTH 


An Announcement to Readers 
epee present number of BUSINESS ORGANISATION AND MANAGEMENT 

completes the sixth half-yearly volume, and we have pleasure in 
informing our readers that important modifications will take effect with 
the next issue, which we believe will greatly increase the already wide 
popularity of the magazine. Reductions in the high cost of printing 
and paper at length enable us to reduce the price to one shilling, a figure 
which will bring it well within the reach of the very large number of 
business men to whom the question of price is not an unimportant one. 
Moreover, the magazine will be printed upon a fine calendared paper of 
superior quality, which will permit of the better production of half-tone 
illustrations. The adoption of a larger size of page, together with a 
double-column lay-out, obviates the present rather lengthy line of type, 
which experience has proved to be fatiguing to the eye. To add to these 
improvements, an attractive coloured cover has been designed, which 
gives the magazine a pleasing and distinctive appearance. In its new 
form the magazine will consist of eighty large pages, of which sixteen 
are reserved for advertisements, and at the reduced price of one shilling 
it represents exceptional value for the money. We need hardly say 
that the many readers who have renewed their subscriptions on the 
existing terms will have them extended so as to cover the full period 
of subscription at the new rate. 

* * * 


Past and Future 
In regard to contents, the Editor and Publishers will strive by every 


means in their power to maintain the high standard which has built up 
for the magazine its special reputation. It stands for the British idea 
of scientific management and efficiency, and its readers are to be found 
in increasing numbers all over the world. To take one example only, 
in Japan, where British methods are evidently studied with remarkable 
thoroughness, its circulation among business firms of repute is as 
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astonishing as it is gratifying. Several articles of outstanding interest 
have been arranged for the October issue, including one by Sir Lynden 
Macassey, K.B.E., on “The Status of Management,” and another by 
Mr. Seebohm Rowntree, managing director of the famous cocoa firm, on 
“Efficiency Progress in America.” In succeeding issues every effort 
will be continued to make it the most interesting and informative business 
magazine on the market. During the past three years the directors 
and executive officers of many well-known firms have proffered their 
appreciation of its contents, and it is hoped that in its new form the 
magazine will win increasing approval and support. We are indebted 
for most of our new subscribers to the kindly recommendation of readers, 
and we hope that these pleasant efforts on our behalf, which are sincerely 
appreciated, will be continued. The prosperous future of the magazine 
‘will thus be assured. For our part, any suggestions from readers for 
articles or for the improvement of the contents in any practicable way, 
will be cordially welcomed and very carefully considered. 
* * * 


Extension of Export Credits Scheme 

The Export Credits Department of the Board of Trade is to be con- 
tinued for another year as from September 8th, a provision to this 
effect being included in the Expiring Laws Bill, thus reversing the decision 
to close the Department which was announced last May. The Depart- 
ment, which was opened in 1920, grants credits for financing our export 
trade, and guarantees credits given by banks. About sixteen millions 
of credits and guarantees have been sanctioned out of the maximum fund 
of £26,000,000 originally authorised. As some of the credits sanctioned 
have not been taken up, the balance available is larger than 10 millions, 
and as the demand for these credits and guarantees continues exporters 
will no doubt approve the extension. Certainly, in view of the parlous 
position of British foreign trade, the present is hardly the time to withdraw 
any facility which is calculated to stimulate it in any way whatever. 

* * * 


Compulsory Workmen’s Councils 

Alderman A. Emil Davies, L.C.C., who has been investigating 
economic conditions in Czecho-Slovakia for the Daily News, reports that 
among the advanced measures introduced by the Government is the 
compulsory institution of workmen’s councils in every undertaking, 
with the result that the manufacturers grumble that they are no longer 
masters in their own house. Evidently, Czecho-Slovakia is not exactly 
a bed of roses for employers. 

: * * * 

Intelligence Tests in the House of Commons 

The members of the House of Commons enjoyed themselves hugely 
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at the expense of the Civil Service Commissioners in the debate on the 
Appropriation Bill by. making game of the intelligence tests set to 
ex-Service men temporarily in the Civil Service who are applying for 
permanent appointments. Mr. John Hogge, who quoted some of these 
conundrums amid great merriment, described the test as a most severe 
one, and all for £80 a year to start with. One of the questions was— 

‘Write here—the name of the first drink in the following list, if it is only 
drink, but if it is not, put a cross instead, and if it is, an E under it. Underline 
whatever you have put. The list is house, been, sugar, paraffin, coffee, milk, 
cheese.” Another test was: ‘‘If five multiplied by six equals thirty-five, write 
down ‘Right.’ If eight multiplied by nine equals seventy-two write down 
‘Wrong’ here. If you have written down ‘ Right’ ‘cross it out. If you have 
written down ‘ Wrong’ alter the figures preceding the words so as to make them 
really wrong.” A third test was: ‘‘ Earth, the, the warm sun. Re-write this 
sentence so that the word that would be the middle word, if it were re-arranged 
so as to be true now comes last, whilst the remaining words are in right order, but 
the one now first is spelled backwards.” 
‘Others were quoted for the delectation of the House by Lieut.-Colonel 
Guinness, who went so far as to say that men able to answer such idiotic 
questions were best kept out of the Civil Service. 

* * * 


A Really Revolutionary Proposal 

All this is very delightful, and certainly the publicity given to the 
tests is not at all unwelcome to psychologists. But what the flower of 
the nation’s intelligence at Westminster apparently do not realise is that 
the most eminent psychologists are satisfied that mental tests of the kind 
that Members of Parliament hold in such cheap derision do constitute an 
authentic scale whereby the general intelligence and qualities of per- 
ception of the individual can be measured with far greater accuracy than 
by the orthodox examination tests. Extraordinary as it may seem to our 
‘legislative pundits, ex-Service men themselves are equally convinced 
of their intrinsic value.. The British Legion headquarters says: “ Such 
‘tests are eminently fairer to the man who has left school behind. He 
can then compete as an equal with a younger man. His chief, too, can 
measure more correctly his intellectual capability in relation to his 
future duties, without considering his former occupation. The test in 
question was an innovation, and on quite the right lines.” What would 
be really funny would be an intelligence test of the House itself, with 
the proviso that those below the average standard for the nation as a 
whole should be debarred from exercising legislative functions. But 
„perish the thought! It might precipitate the General Election. 

* * * 


Unemployment Insurance by Industry 


Despite the fact that Mr. W. A. Appleton, General Secretary of the 
General Federation of Trade Unions, and other prominent Labour leaders 
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strongly favour the proposal, the balance of trade union opinion is 
opposed to the principle of unemployment insurance by industry. Accord- 
ing to a pamphlet published by the National Joint Council, representing 
the Trades Union Congress, the Labour Party, and the Parliamentary 
Labour Party, forty-three unions with an aggregate membership of 
1,252,600 voted for the principle, while twenty-one unions, aggregating 
2,670,900 members, voted against it. Seventeen unions having a total 
membership of 978,000 members were non-committal in their attitude. 
* * * 


Institute of Public Administration 

Lord Milner has consented to address a public meeting in October to 
inaugurate the new Institute of Public Administration. This is the 
organisation of civil and municipal administrative officers, which has 
been formed to raise the status of the profession in public opinion and to 
raise the standard of public administration generally. Temporary offices 
have been taken at 17 Russell Square, W.C. The first number of a 
monthly journal will appear in October, and two series of public lectures 
have been arranged to be given during the winter on “ The Business 
of Government ” and “ Principles and Methods of Financial Control.” 
Ultimately it is hoped to establish a diploma in administration in co-opera- 
tion with the London School of Economics. The Institute, of which 
Mr. H. C. Corner is hon. secretary, is assured of influential support, and 
is confidently expected to become a most successful organisation. Those 
who are endeavouring to organise business administrators in similar 
fashion will watch its career with sympathetic interest. 

* * 


Business Men and Housing: Sir Alfred Mona’s Views 


Sir Alfred Mond, whose adoption of the economies in housing recom- 
mended by the business men responsible for the Geddes report has brought 
him severe criticism, now appears to be rather ingeniously endeavouring 
to saddle the class they represent with a large measure of the onus of 
responsibility for housing conditions. At any rate, he is appealing 
very directly to employers to help him out of the difficulties of the present 
position. He told a deputation from the Housing and Town Planning 
Council, which waited upon him recently, and urged that there was now 
a veritable housing famine, that private enterprise could do something 
in the shape of large employers building for their own employees. “ Take 
South Wales,” Sir Alfred continved. “ Really the people with these 
collieries have derived great fortunes, and they should provide decent 
houses for the people working the collieries. It should not come on the 
taxpayers and ratepayers when it enables them to earn their profits.” 
Some firms, he added, according to the Times report, had done, and 
were doing this. 
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The Business Use of Wireless 


Manufacturers of wireless apparatus are reported to be full up with 
orders, and undoubtedly an immense business is impending in the sale 
of receiving sets. Wireless possibilities have captured the popular 
imagination, but commercial expectations will be somewhat damped by 
the report of the official Radio Research Board, which has been conduct- 
ing investigations into radio telegraphy. The Board expresses the 
opinion that the development of radio telephony for long ranges is in 
an “ extremely experimental stage,” and that there is, in fact, at present 
no line of development likely to lead to its early establishment on a 
commercial basis. On the other hand, for distances of 200 miles and 
under, the Board thinks that in a reasonable period a commercial radio- 
phone system will be possible. At the moment, however, its commercial 
use is not recommended owing to the impossibility of securing secrecy. 
The report says: “ No means at present are known by which any appre- 
ciable secrecy can be obtained for a conversation.” We understand that 
progress in this direction is confidently expected. It is suggested that 
secrecy may be obtained by varying the wave length at definite intervals, 
and patents have been taken out along these lines. Regarding the broad- 
casting of intelligence-of general information, in which one costly trans- 
mitting station supplies a great number of simple, inexpensive receiving 
stations, the report says that this seems a practical commercial problem, 
especially in localities ill-equipped with land lines. 


* * * 


Alcohol and Industrial Efficiency 


One of the interesting questions discussed at the recent congress of 
the British Medical Association, at Glasgow, was “ To what extent, if 
any, can alcohol, as a beverage, be considered to have an influence on 
industrial efficiency?” Dr. E. C. Collis, of the Welsh National School 
of Medicine, said there was no evidence, either experimental, or prac- 
tical, that alcohol was advantageous to industrial efficiency. Prohibition 
in America ‘appeared to be associated with greatly improved industrial 
efficiency, whether measured by accident frequency, lost time, or output. 
Dr. John T. MacCurdy, of Cornell University Medical College, New York, 
said that no one, he fancied, was wise enough to say whether the gain 
of prohibition would be greater than the loss. When a man was tired 
or oppressed with care, how could he forget his anxieties or his self- 
consciousness sufficiently to become sociable? If he be normal, a small 
amount of alcohol would give the necessary relaxation. Conviviality 
was more important for the maintenance of our mental stability and 
effectiveness than we realised. 
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Uninformative Balance Sheets: A Protest 


A striking article by an anonymous contributor to the Saturday 
Review called attention recently to the diversity disclosed by present-day 
balance sheets in the methods of presenting accounts of assets and 
liabilities, to the meagre information frequently given as to the position 
of the company, and strongly urged that in the public interest full 
disclosure should be insisted upon in return for the principle of limited 
liability. Such disclosure was, he argued, an essential principle of company 
law. It was pointed out that the Companies Consolidated Act, 1908, 
does not state how the various sorts of assets are to be arranged, not- 
withstanding that Table A of the 1862 Act, superseded by that of 1908, 
contained a form of balance sheet which has been adopted by very 
many companies either as it stands or with modifications. Somerset’ 
House accepts “ statements in the form of a balance sheet ” containing 
items, sometimes amounting to millions of pounds, that represent groups 
of assets of the most diverse characters. Examples of these were quoted 
by the writer, who says that the reason why balance sheets are often 
drafted so as to yield the least possible amount of information about the 
company’s position is because of a general desire on the part of directors 
and managers to withhold information that may be useful to competitors. 
While it cannot be said that the volume of protests from traders and 
investors is so large as to show a movement of opinion towards the need 
of a statutory form of balance sheet, he urges that, nevertheless, general 
confidence is being strained at present by reason of untoward happenings 
in the commercial world, and there is a feeling abroad that more informa- 
tive balance sheets would do’ something to dissipate distrust that is not 
altogether counterbalanced by the auditor’s ‘certificate. 


* * * 


Secrecy Fatal to Competitive Enterprise 


In another almost coincident article the Economist attacks the same 
regrettable feature of modern company finance even more strongly— 
“ because we have recently observed with regret a not unnatural tendency 
to greater reticence of financial and other statements ”’—and justifies the 
call for full publicity on even wider grounds. It declares that the whole 
case for competitive enterprise depends upon such frankness. 


It is commonly maintained that competition is the best means of ensuring 
that the iiasieekes productivity of the national resources will be attained, and that 
capital, under the stimulus of profits, and labour, through the attraction of high 
wages, will move most freely into those channels where it can be employed with 
the greatest advantage to the community. But the argument falls to the ground 
if and in so far as profits are successfully concealed. The economic function of the 
investor can only be very inadequately carried out if he is working in the dark 
and the same is true of those who might embark upon new ventures or enlarge 
the scope of existing ones. . . . It is not impossible to educate the public and the 
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wage-earner as to the necessity of adequate reserves and the nature of depreciation, 
and in any case any disadvantages in this respect cannot weigh against the vile 
results of the alternative policy of secrecy, for when it is realised that the whole 
truth is not told suspicion is inevitably aroused. 

The failure of the railway companies to publish figures of their net 
revenue, without which the public is unable to judge the merits of the 
rates question, is quoted as a conspicuous example of this concealment 
of essential information. On the other hand, in regard to the coal 
industry, it is rightly pointed out that far greater bitterness of feeling 
against the employers would have been aroused of late had it not been 
that the actual results of the working of the mines have been made 
known month by month to the miners, who could thus see for themselves 
the true causes controlling their situation to-day. It is emphasised that 
the argument applies equally to the public in relation to monopolies, 
and the often ill-founded charges of profiteering. 

In conclusion, the Economist says weightily: “ It’may be that the 
time has come for reconsidering the obligations as to publicity- which 
should be laid upon joint stock companies, in view of the vastly important 
interests which are involved. But whether adequate knowledge of the 
facts of business comes voluntarily or under compulsion, we are convinced 
that it is the only condition on which, in the long run, the continuance of 
the system of private enterprise will be tolerated.” 

* * * 


Business in the Dark 
There is no need to stress the importance of these protests against 
the policy of what might be called secret diplomacy in business affairs. 
They are symptomatic of the spirit which underlies the universal con- 
demnation of the evils of secret diplomacy in political affairs. In both 
business and political relationships a measure of secrecy is inevitable. 
Neither competitive business, as we understand it, nor international 
diplomacy would be possible without it. But the limits of what is 
legitimate secrecy and the secrecy that is inimical to the public interest 
and therefore cannot be permitted, are surely not impossible to define, 
and the task badly needs the doing. Ordinary business affairs in this 
country are too often conducted under a ridicuous veil of secrecy. The 
heads of well-established enterprises are astoundingly unwilling to 
discuss their methods and pool their experience for the common good 
of business:as a science. It is amazing to find them so intimidated by 
the bogey of the competitor. American business men discuss not only 
their methods but even their costs with a freedom which would leave the 
average Englishman aghast. In many cases they even pool their patents, 
and they will boldly justify this practice from the standpoint of self- 
interest! Differences of temperament may account partly for the very 
marked contrast between the English and the American attitude towards 
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publicity, but there is no doubt whatever that the development of 
administrative and organising science in this country is hampered to a 
considerable extent by the fact that its students are obliged to work 
largely in the dark. In regard to balance sheets, it is certainly not in 
the public interest that the desire for secrecy should be allowed to frustrate 
the intention of the legislature to the extent of withholding information 
vital to investors, and amendment of the Companies Consolidation Act 
in the direction of enforcing the obligation of full disclosure in return for 
the privilege of limited liability appears to be very desirable. 


* * * 


“ A Black Chapter of Accountancy” 


The third report of the Select Committee on Public Accounts, recently 
issued, is of special interest to accountants. It discloses a number of 
extraordinary instances of the amazing recklessness which has charac- 
terised expenditure in many directions under the present Government, 
and which eventually gave rise to the outcry for economy and to the 
appointment of the Geddes Committee. Business men are prepared 
to believe much of the capacity for prodigality under the lax adminis- 
trative methods tolerated in recent years, but even their credibility will 
be strained by the present disclosures. Take the following little story, 
for example. In October, 1919, a drifter arrived at Sheerness for survey 
and return to her owners. In December, 1919, the Admiralty had 
agreed to pay the owners a lump sum of £3,500 in lieu of reconditioning. 
Meantime, the yard authorities had started repairs and had spent £1,300. 
As the owners would make no allowance for this the Admiraltydecided 
to buy the drifter for £4,800. Repairs were completed in July, 1920, 
when the total expenditure on the boat was £7,797. Delay occurred 
in getting the title to the ship, and it was eventually sold for £750! 
Heavy excess expenditure was incurred for special missions under the 
Diplomatic and Consular Services Vote owing to these missions lasting 
longer than was expected. In the case of Mr. Churchill’s trip to Cairo 
the scale of allowed expenses was waived and actual expenses were 
allowed ; in other words, no limit was placed on expenditure at all— 
“an undesirable example for a Cabinet Minister,” says the Committee. 
“ The history of accountancy in Mesopotamia is a very black chapter 
indeed,” observes a Government accounting officer whose comment is 
quoted by the Committee. It is indeed a name of ill omen to economists. 
There, in 1920-21, two years after the Armistice, Army expenditure 
cost £37,000,000. It is so far satisfactory to know that a new form of 
accounting has been adopted in regard to the accounts of the Army 
which, in the opinion of the Committee, “ will, if properly and promptly 
utilised, prove a valuable and indeed essential instrument for control 

and economy.” 
T Pe 


“« A committee can achieve much, but it has no personality. . . . It may make 
decisions, but it must rely on individuals to carry them out.” 
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IX. Co-ordination—The Master Function 


By OLIVER SHELDON 


This valuable article discusses the greatest problem of modern industrial manage- 
ment—how to secure in functional organisations that degree of co-ordination of 
policy and execution which results in the most economical and efficient production. 


The writer probes the weaknesses of committee management, and insists that 
successful and complete co-ordination can be achieved only by an individual 
mind. 





Io as a rose must be pruned, because otherwise it will dissipate 
its energy throùgh a maze of growth beyond its strength, so also 
must a business be pruned and guided in its development. [If it is left 
to grow without ány regulation or direction, it spreads hither and thither, 
until the whole is a jumble which cannot be made to operate efficiently, 
no matter how much energy is made to course through its distorted 
limbs, and no matter how healthy individual shoots may appear. 


Co-ordination in the Functional Organisation _ 
Therein lies the main danger of functionalisation. Functionalisation, 
as it were, straightens out each branch of the business, but, by separating 
each branch from its fellows, it is apt to remove that control of the 
whole which ensures the combination of all in an effective endeavour. 
Functionalisation will prevent an organisation becoming tangled and 
haphazard, but it will not, of itself, ensure combined effort. If, therefore, 
we divide our business into scientifically determined functions, it is 
essential that we should also provide for their co-ordination. Functionali- 
sation does not, by one single iota, remove the necessity for that 
regulation which is normally present under the older “ departmental ” 
or ‘ military’ system. It is even more necessary. Under the depart- 
mental system, the manager of the manufacturing department controls 
everything which concerns his department. He plans his own work, 
buys his own materials, engages his own workers, conducts his own 
research, and designs his own products. Departmental co-ordination is 
thus practically complete. There is little question of working in with 
his fellow managers, or co-ordinating the activities of his own with those 
of another department. Under the functional scheme, however, the 
picture is entirely reversed. The manager of the manufacturing depart- 
ment is aided by several functions, which relieve him of certain duties 
as regards his department. The Employment Department engages, 
transfers, and discharges his workers ; the Planning Department specifies 
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the volume and nature of the work his department is to perform; the 
Purchasing Department buys his materials; the Traffic Department 
moves and stores his materials and products; the Costing Department 
takes out his manufacturing costs; the Wages Department calculates 
and pays his wages. With all of these, each manufacturing manager 
must co-operate in the routine of production. There is thus every 
danger of friction and maladjustment. To avoid this, effective co- 
ordination is required to enable the whole mechanism to fit in together 
for the common object of producing and distributing the goods. 


Co-ordination of Policy and Execution 

This co-ordination is required, moreover, both as regards policy and 
execution. For the effective work of the business, a clear, definite and 
guiding policy is essential. Functionalisation divides the business into 
scientific groupings. Each group, or function, has its own policy as 
regards its own work, but, above all functional policies should stand out 
a master business policy, to which all functional policies must conform. 
Following upon the co-ordination of policy should come the co-ordination 
of the execution of that policy. Some control is necessary to ensure 
that the whole complex machinery works harmoniously, that the cogs 
fit in together, that planning, costing, welfare, employment, traffic, 
purchasing, and manufacturing carry out their respective duties so that 
the net result is economical production, that friction is reduced to a 
minimum and every activity is nicely adjusted to its place in the whole. 


The Concern of the Small Business 

It is to be noted, further, that this is a problem not only of the large 
firm, as if only the large firm could enjoy the privilege of constructive 
thinking. It is a problem which every business must face. No business, 
big or small, can afford to rest leisurely on its oars and think that it has 
reached the horizon of possible expansion. No business worth its salt 
can see anything ahead except growth. It can have no other aim. The 
time for developing the master function of co-ordination is during the 
period of growth, so that every move forward may be consolidated as 
soon as it is made. The small business which aims high should be a 
replica in miniature of what it aims to be. It should grow naturally, 
one stage the natural development from the last and the natural precursor 
of the next—not spasmodically flinging on a new skin as it outgrows 
the old. If it aims to be organised, when it has attained the stature 
of manhood, on the functional principle, it should be so organised when 
in infancy. If it realises the necessity for co-ordination in a large 
business, it should be developing that co-ordination from the start. If 
a principle be true, it is true in all cases, and at all stages. It is, therefore, 
a matter of concern to all that the right principles should be discovered. 
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Co-operation Essential to Co-ordination 


The principle advanced here is that co-ordination both of policy 
and execution is an essential element of sound management, especially 
where the form of organisation is on the functional model. We may now 
consider the machinery required to provide such co-ordination. That 
it is not alone a matter of machinery will, of course, be clear. A large 
proportion of co-ordination is co-operation. Unless people are prepared 
to work together under a common direction, no amount of organising 
and standardisation can make them do so. Co-operation is, indeed, 
the oil, without which the cogs, however finely adjusted to each other, 
cannot run smoothly. We may build our organisation in the most 
accurate manner, but we can only guarantee that it will work when those 
who compose it are prepared to work within it and to realise that no 
one branch works alone. 


The Board of Management 


Firstly, then, the co-ordination of policy. We have postulated that 

a business must have a definite and guiding policy, if the policies of the 
various parts of the whole are to lead unitedly to one end. How are 
we to achieve it? It is to be achieved in the main, by two major 
elements—firstly, by the taking of counsel, that is in terms of adminis- 
trative machinery, by committees ; secondly, by a single control, that is 
by an individual, call him what you will—President, Chairman, Managing 
Director or General Manager. These two suggestions call for some little 
elaboration. Clearly, a committee is the direct method of co-ordinating 
` policy. All the interests concerned are represented and, by discussion, 
a common policy can be arrived at, acceptable to all. Such a committee 

is required, firstly, at the head of the business, for the purpose of 

co-ordinating the policy of a business as a whole. This committee 

should be representative of every section of the management. If the 

business is functionalised, then the committee will consist of the heads 

of all the functions. By that means, all the strands of the rope are 

united at one point. In many firms, such a committee has been estab- 

lished, called, variously, the Board of Management, the Management 

Committee, the Executive Board, etc. If the directors of a business 

are themselves the heads of functions, then the board of directors itself 

will constitute this committee. In such a case, however, it is important 

to distinguish between the two capacities of its members. As directors 

of the business they constitute the Board, concerning itself in matters 

of finance ; but, when they come to act as a co-ordinating committee, 

for the purpose of determining the policy which the executive manage- 

. ment shall follow, they are members of such a committee, not by virtue 
of being directors, but by virtue rather of the fact that they themselves 
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are executive heads. It is therefore desirable that they should meet 
as two separate bodies—for financial and company purposes, as a board 
of directors; for the co-ordination of executive policy, as a board of 
management. To the latter body, it would then be possible to add 
any heads of functions who perhaps might not be directors of the 
company. 


An Example of Committee Co-ordination 


How will such a committee operate? This may best be illustrated 
by an example. We may imagine that a question of policy has arisen 
as regards the work of the planning function. The head of that function 
wishes the policy which he is to pursue for the forthcoming quarter, 
let us say, to be settled. He requires to know what weight he is to give 
to the various factors which determine his plan. The sales function 
will have outlined its selling prospects. The purchasing function will 
have indicated the market probabilities. The manufacturing function 
will have stated its maximum capacity. The labour function will have 
outlined the condition of the labour market. The problem then faces 
the planning function as to how far it is to follow the selling programme, 
irrespective of other factors. For instance, how far is it justified in 
building up stocks? How far is it to disregard the fluctuations in 
employment which are bound to follow? How far is it to insist on 
purchases being made to meet the selling programme which would 
normally be regarded as uneconomical? The head of the planning 
function brings these questions to the co-ordinating committee. The 
heads of the labour, purchasing, transport, and manufacturing functions 
put forward their various points of view, and finally a policy is deter- 
mined, to which all agree to work. All now know the general policy, 
and can formulate their own functional policies in accord with it. 

The example of the planning function has been specially selected, 
for it touches the heart of the purpose of co-ordination. Co-ordination 
of policy consists of. two primary elements—the determination of 
objectives and the formulation of plans. All questions of policy require 
these two elements in their answer—What is our aim? How do we 
achieve it? Different functions with different aims are the negation 
of co-ordination. Different functions with the same aim but with no’ 
pre-arranged scheme of interworking to achieve that aim are the negation 
of co-ordination. Complete co-ordination consists of a common objective 
and a common plan. 


Other Co-ordinating Committees 

Co-ordination by a committee at the head of the business is, however, 
not enough. It requires to be supplemented by minor committees at 
various points in the framework ‘of the organisation. In many of these 
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it will be possible for the representatives of the workers to take a part. 
Their purpose, however, is not primarily to provide a means for the 
sharing of control, but rather for the co-ordination of minor policies— 
that is, policies which are subject to the major policy of the chief 
co-ordinating committee. For instance, the chief co-ordinating committee 
may have laid it down that the policy of the firm is to pursue an intensive 
course of training for employees working in certain departments. It 
has, we may imagine, authorised this training to be put in hand. This 
policy at once gives rise to other questions of policy. The manufacturing 
managers concerned, the employment manager, the time study head, 
and the head of the staff charged with training, for instance, must meet 
to discuss the more detailed application of this policy. They meet in a 
committee, which enables their respective view-points to be weighed up 
and a policy, upon which all are agreed, to be pursued. Such a committee 
achieves the purpose of co-ordinating policy. 


The Failings of Committees 


Even this machinery, however, cannot be adequate. A committee 
can achieve much, but it has no personality. It cannot inspire 
enthusiasm ; it cannot stand-away from the facts and ponder them 
dispassionately ; it cannot analyse and digest statistics; it cannot 
watch the developments in other businesses and in the technique of 
administration. Its policy must necessarily be determined by the 
interplay of various mentalities. It cannot be sure of pursuing any 
consecutive, consistent, and constructive line of action. In so far as 
each member represents a strand of a rope, a committee brings the 
strands together, but does not ensure that all the strands are welded 
‘together into a rope fulfilling some definite purpose. At the head of a 
business, therefore, is required some individual whose sole concern is 
the co-ordination of policy, working in addition to the chief co-ordinating 
committee. Similarly, where co-ordinating committees fulfil a useful 
purpose lower down the organisation, here again co-ordinating officers 
are necessary to supplement the work of such committees and give them 
guidance. The former individual will normally be the managing director 
or general manager; the latter individuals will normally be the managers 
of the manufacturing or operating departments. That is in each case 
the co-ordinating officials will be the chief executive officers. 

These co-ordinating agents in the organisation form the link between 
policy and execution. Though -we have differentiated between the 
co-ordination of policy and the co-ordination of execution, that distinction 
cannot hold good where individual executive officers are concerned. A 
committee co-ordinates policy only. It cannot be executive. It may 
make decisions, but it must rely on individuals to carry them out. An 
individual, on the other hand, may co-ordinate both policy and execution, 
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the one being dependent on the other. He can collect with the help of 
a committee the various points of view and determine a policy, whilst 
at the same time he can control the various activities which are put in 
motion in order to execute that policy. His co-ordination of execution, 
of what is done, will guide him in his co-ordination of policy, of what is 
to be done next. 


Vertical and Horizontal Co-ordination 


This co-ordination is, as it were, both vertical and horizontal. He 
will co-ordinate the work of the various grades of individuals necessary 
for the execution of work, from managers down, through foremen, to the 
workers—that is, vertical co-ordination. He will co-ordinate also the 
various activities of different departments or individuals of equal status, 
each of which contributes something to the completion of the common 
task. Thus, the managing director will co-ordinate all the work of the 
business, from purchasing to selling; the manufacturing manager will 
co-ordinate the planning, costing, research, welfare, etc., with the actual 
making of the goods. This we may call horizontal co-ordination. 


Knowledge of Facts 


In order to co-ordinate, however, certain machinery is necessary. 
Co-ordination, both of policy and execution, is dependent, firstly, upon 
knowledge of the facts. That is one of the main reasons why co-ordination 
by committees alone is not adequate. A committee cannot deal with 
the complex facts which must be fully studied and digested before any 
action can safely be taken. In any business these facts are manifold 
and vastly complicated. The proper determination of policy can only 
be made on the basis of what is being done. What is being done can 
only be portrayed by statistics, reports, and charts of various kinds. 
These include financial and technical statistics, figures of labour, pro- 
ductive volume, prices, stocks. They include also the charts of 
organisation—those master cards of co-ordination. All these call for 
study. A committee, composed of members whose main concern is to 
bring forward the problems of the particular functions they represent, 
cannot be expected to concentrate upon detailed statistics and reports 
or to consider constructively the charts of the organisation. This must 
be the duty of some one individual, who is tied to no one function—an 
individual whose sole duty is to watch the building of the organisation, 
the development of inter-functional policy, and the general execution 
of that policy and its results. 


Standard Management Routine 
Co-ordination is dependent, secondly, on standardization of 
managerial methods. The execution of a policy normally involves 
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manifold activities by several departments covering many persons. In 
‘order that a particular policy may be efficiently carried out, as much of 
it as possible should be reduced to a routine, so that the managerial 
machinery may work smoothly. Upon the efficacy of those routines 
depends the ease with which co-ordination can be carried out. If every 
individual can perform his work in whatever way he wishes, clearly 
co-ordination is a well-nigh impossible task. For instance, if itis deter- 
mined that the planning of the work to be performed by the operative 
departments is to be carried out by a central functional Planning 
Department, it is essential that the procedure by which this planning 
is done shall be definitely determined. Many departments are con- 
cerned—the Sales Department, since its forecast of sales and its selling 
results will determine the volume of manufacture; the Manufacturing 
Departments, since their work is dependent upon the plan; the 
Purchasing Department, since their purchases must be made relative 
to the volume planned for manufacture, etc. If the Planning Depart- 
ment makes its plan and does not follow a definite procedure with regard 
to these other interests, there can be no co-ordinated working. A 
standard procedure is necessary, by which it is ensured that all the 
departments and individuals concerned know where exactly they fit 
into the scheme and what precisely they are expected to do. The 
drawing up of these procedures is one of the primary duties of the 
co-ordinating official at the head of the business. Co-ordination is 
impossible without a firm basis of standard managerial methods. 


The Machinery of Publication 


Thirdly, co-ordination is dependent upon adequate machinery. The 
inception of work depends upon the issue of, instructions. Decisions 
may be taken by committees or by individuals, but those decisions do 
not become operative until they are issued in the form of instructions 
to the persons charged with carrying them out. The whole activity of 
any concern follows upon the issue of instruéfions. It is therefore 
essential that these instructions should be co-ordinated, and passed 
through a single channel. Only by means of such canalisation can 
decisions become fully operative, without misunderstanding, friction or 
overlapping. Only by such canalisation can any effective co-ordination 
of activities be exercised. If we assume that the co-ordination of 
activities is necessary, we cannot expect it to be effectively executed 
unless we provide the machinery by which to do it. That machinery 
must necessarily cover the issue of all instructions affecting more than 
one department. If instructions are issued haphazardly, without any 
definite system of notifying persons concerned, it is impossible to expect 
the work of all departments to proceed harmoniously. The first step 
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in the co-ordination of execution is the co-ordination of the instructions 
upon which that execution is put in motion. 


Expansion and Cohesion 


Very briefly this subject of co-ordination has been reviewed above. 
It is the greatest problem of modern industrial management. In modern 
management there is little lack of initiative, of ideas or of effort. But 
what is lacking is the effective control of managerial effort. Managerial 
waste largely arises from the fact that the various activities of a concern 
are pulling in different directions. There is much effort, but not enough 
direction. Where there is that direction, often enough it does not 
hold the reins. It determines policy, but has not the means of trans- 
lating intentions into facts. Co-ordination of policy is of little avail 
without the means of co-ordinating the execution of that policy. 
Management to-day is full of new vigour and new ventures. Are we 
certain that in each individual business this vigour and development 
is being directed so that the whole is held together? Are we sure that 
expansion is accompanied by cohesion? Are we making provision that 
functionalisation does not negative co-ordination ? f 


[T] o m] 


“ Health in the Factory ” 


WE have received from Mr. George Cadbury, Jnr., a pamphlet under the above 

title which gives a very interesting account of the measures adopted at 
Bournville Works for safeguarding the health of the workers and for taking care 
of them during sickness. The valuable work of the medical and dental depart- 
ments and of the sick benefit and other schemes in operation at Bournville is 
admirably described and illustrated. We hope to find space for a fuller description 
of the Cadbury system of health administration in an early issue, but meantime 
employers interested in the subject can obtain a copy of the pamphlet from the 
Publication Department, Bournville Works. The system seems to us to bear 
comparison with any of the American schemes referred to in our “Notes and 
News ”’ last month. 
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The Brazilian Centenary 


A’ a souvenir of the centenary of the independence of Brazil, which is being 

celebrated at the capital, Rio de Janeiro, this month, by a great international 
trade exhibition, the London and Brazilian Bank, Ltd., have issued an attractive 
illustrated Brazilian supplement to their quarterly trade reports from South 
America and Portugal. Firms interested in Brazilian and South American trade 
generally who wish to obtain a copy should apply to the Publicity Department 
of the Bank, 7 Tokenhouse Yard, E.C.2, mentioning this magazine. The supple- 
ment describes in concise but very readable style the history, geography, trade 
products, industries, banking and finance, and other interesting features of Brazil, 
and will be very useful in the reference department of exporting and importing 
houses. i 
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A capital scheme of office re-organisation is submitted by this writer, whose bold 
criticism of arrangements which are characteristic of many firms will be appreciated. 





How to Make a Business Efficient 


By O. Forens, L.1.0.A, FLAS. 
Secretary of A.G. Healing & Co., Pty. Lid., Melbourne 


j" is certain that wages and overhead charges cannot be lowered, at 
present at any rate, but it is just as certain, though few business 
men realise it, that far more goods can be produced in the factories 
and far more work done by the distributing and accounting branches of 
business houses with only a slight increase in those wages and overhead 
charges. 

Cutting out unnecessary operations, using labour-saving machinery, 
and utilising statistics will accomplish this. This is particularly true 
of the office. The average business man will be sceptical, however, 
as to the possibility of making any great improvement in office efficiency, 
but nevertheless, there is no department of the business in which it is 
more necessary or which is more amenable to it and, moreover, all true 
efficiency depends on the office, so the office must be the starting point. 


Inefficiency in the Office 


Business men do not grudge comparatively high wages to skilled 
mechanics, and they willingly purchase expensive machines for their 
factories; again, in many cases they pay high salaries to salesmen and 
travellers. The same men, however, look on their offices as necessary 
evils, the salaries received by their clerks are mere pittances, and labour- 
saving devices are few. Particularly is this the case with the smaller 
concerns, but the larger businesses are not a great deal better. The 
result is that there is usually more inefficiency and wasted energy in the 
office than in any other department. Clerks are kept in ignorance of 
business details, and any attempt to understand the actual working of 
the business is looked upon as impertinent inquisitiveness and promptly 
squelched ; any suggestions for improving the business are treated in 
the same way; antiquated round-about methods are tenaciously clung 
to by the establishment and the salaries paid and prospects give little 
inducement for the best class of workers to offer their services. 

When commencing to put an office on to an efficient basis it is necessary: 
first of all to form a clear-cut general plan, so as to make alterations with 
a definite aim. It is, however, not possible to do this with the details, 
as many schemes will need to be tried out and modified. It must also 
be remembered that no new system can be established and then left to 
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run itself. It must be at the outset decided how the system is to be main- 
tained and it must fit in with the work generally. Great tact must be 
used or the staff may imagine either that some extraordinary speeding- 
up, slave-driving methods ate about to be applied to them, or that the 
new system will save time to such an extent that it will be possible to 
dispense with the services of several of them. It should be made plain 
that the reform is being instituted with the object: of making everyone’s 
work easier, of bringing about the smoother running of the office and of 
increasing the value of each clerk to the business. 


Typewriters 

All writing, whenever possible, should be done by means of typewriters 
instead of by hand. Carbon copies obviate the necessity of using a 
copying-press, thus saving time and giving a more legible copy. It 
is waste of time to let anyone else but an office-boy use a copying-press, 
and frequently inexperience leads to very bad copies being taken ; 
moreover, often letters are not copied at all. Carbon copies should be 
filed in vertical files, and each correspondent should have a folder so that 
all letters to and from him will be together. 


Invoicing Machines 

All invoices and credit notes should be written by means of these 
machines. A number of carbon copies can be made at one operation, 
customer’s invoice, sales book record, stores record, : delivery ticket, 
customer’s checking slip. Other copies can, if desired, be made for use 
in different parts of the office at the same time. Sometimes one copy 
can with advantage be used as the warehouse order. Some of the sheets 
may be narrower than the others, so that no prices shall appear on them. 
Invoices should always be numbered consecutively. It is often an 
advantage to filé one copy in consecutive order in a binder which will 
take the place of the Sales Book. 

Another copy should be filed in a | vertical fling cabinet, a folder being 
devoted tó each customer, whose invoices will be all together like his 
correspondence in another filing cabinet. 

Adding machines are of two classes, listing and non-listing. Where 
it is desirable to have a list of the items added, the first class should always 
be used, but for any additions that can be proved by cross-additions 
the non-listing machines which are much quicker to Operate are of 
course preferable. 


Sales Records’ 

Large columnar sheets ruled with ties and columns for recording 
the total sales made by each traveller and department should be used, 
one being set apart for each day. The adding-machine operator should 
then enter totals only on this sheet, a monthly summary being made on 
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a similar sheet. The-total or totals of the latter sheet give the figures 
required for completing the double entry. 

These Sales Records are prepared with infinitely less labour than an 
old-fashioned Salés Day Book. Moreover, they give far more information, 
information, too, of the daily and monthly sales of each department 
and traveller in the most convenient form for reference and comparison— 
just the information which is most needed by the heads of businesses. 


Ledgers 

These should be of the loose-leaf type and should be posted by machine. 
The machine should be fitted with adding registers, so that the day’s 
postings can be proved with the Sales Record and other books. The 
use of the progressive balance, by means of which a balance is shown 
after each posting, also adds to the accuracy of the record. There are 
several ledger posting machines on the market, one of which types the 
statement at the same operation as the ledger in such a way that when 
the last posting is made the statements are all completed. This effects 
a great saving of time over the old method, which requires, wherever 
there is a number of accounts, several clerks to commence work on the 
statements after the postings have been completed, even if the statements 
and postings are written simultaneously or have been written up as 
fully as possible before the close of the month. Waith the progressive 
balance the ledger-keeper can complete the statements unaided. 

As far as possible all posting mediums should be loose sheets. Sales 
and credit notes should be posted from one of the invoice or credit note 
copies which have already been described; cash receipts should be in 
triplicate or quadruplicate and carbon sheets used to produce the different 
copies and the cash received should be posted from these; bills receivable 
should be posted from the bills themselves. 

Before posting, a junior should arrange each class of posting mediums 
in alphabetical order, and the ledger-keeper’ will not require to turn 
backwards and forwards in the ledger but can commence at the beginning 
and work steadily through. 

All ledgers should be self-balancing, so that any error can be quickly 
located. 


Purchases 

The old Purchases Ledger, avae much unnecessary work, can 
be superseded by a Purchases Journal. This book is ruled with a number 
of money columns, the first for the total, the others for various impersonal 
accounts such as Purchases, General Expenses, Stationery, Fittings, 
Insurance, Rates and Taxes, etc., etc. 

After statements from suppliers have been checked the name of each 
supplier, the total’ of his statement, and the amount affecting each 
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impersonal account involved are entered in this book, which is totalled 
monthly. The monthly footings of the total columns is posted to the 
credit of sundry creditors, and the footings of the other columns to 
the debit of the other impersonal accounts mentioned. The items are 
_ ticked off with the cheque book when paid, and the total of any unticked 
items must equal the balance shown by the Sundry Creditors Account. 
Wacss Books. ` By the use of columns and by having every second 
or third sheet wider than the others it is possible to make only one writing 
of the names necessary during a number of weeks. 


Overdue Accounts 

These should be carefully watched and every possible means taken 
to bring about a settlement. Specially ruled cards should be used for 
keeping track of overdue accounts, a separate card being devoted to each 
account. These cards reduce the amount of memoranda required for 
reference to a minimum, as the debtor’s name and address and other 
particulars need not be written every time the overdue accounts are 
gone through. 

Amounts written off as bad debts should be entered in a special 
Bad Debts Ledger, which should be examined at least every three months. 

Bad debts should be dissected according to departments and travellers, 
so that it may be seen who is responsible for the most losses of this kind. 


Departmental Accounts 

Separate Trading and Profit and Loss Accounts should be kept for 
each department or branch of the business with a view to ascertaining 
the profit or loss made by each. Full consideration should be given to 
the allocation of overhead expenses, so that each department shall be 
charged equitably. Cost Accounts should also be kept for the factory 
or manufacturing department. 


Statistical ‘Records ` l 

The most important of these are, of course, the departmental Trading 
and Profit and Loss Accounts and the Analysis of Sales, which have 
already been mentioned. Expenses should also be sub-divided as much 
as possible, for if this is done month by month it will not only quickly 
give the proprietor of a business much valuable information as to waste, 
but at the end of the year the dissection will be ready to incorporate in 
the Income Tax Returns without any further labour. Records should 
be kept of the expenses incurred by each of the travellers. 


Conclusion 
When commencing to organize his business the proprietor must make 
up his mind to do the thing thoroughly and not to be satisfied with half 
measures ; he should, as far as possible, estimate the cost of installing 
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and maintaining a new system, and should set off against the cost the 
advantages which will accrue from it. If any detail of the system, 
when it has been installed, seems unworkable, all the circumstances 
connected with it should be carefully examined to see whether the system 
is.at fault or not. It will then probably be found that other parts of the 
business also need to be ae so that they will harmonise with 
the detail under review. 

If a new system or machine or an improvement of any kind is really 
capable of effecting a saving its prime cost should never stand in the way 
of its adoption. 


Responsibility of the F orwarding 
| = Agent : 


By 0. H. JOHNSON 


ile the August issue the attention of those transacting marine insurance 
‘business through the agency of insurance brokers was drawn to the 
obligation devolving upon a broker to comply strictly with the instruc- 
tions of his employers, and again it is desirable to indicate a similar 
matter of especial interest to shippers who utilise the services of 
forwarding agents, particularly as not infrequently the latter act in the 
dual capacity of forwarding agents and insurance brokers, a combination 
of interests which, whilst doubly remunerative to those engaged therein, 
is frequently of great service to the shipper. The forwarding agent 
being a specialist in transit conveyance has wide experience in both home 
and foreign agencies, and therefore is in a more favourable position to 
forward goods economically than individual shippers whose consignments 
are limited to their own. At the same time it is incumbent upon the 
forwarding agent to obey implicitly his principal’s instructions, and in 
this connection the details of a case (Hunt and Winterbotham, Ltd. v. 
Morny & Co.) in the King’s Bench Division so recently as July are 
interesting. The plaintiffs had delivered to the defendants some bales 
of woollen goods to be shipped to consignees in Bilbao, Spain, who were 
liable to pay -freight and customs dues on arrival. The plaintiffs gave 
specific instructions that the-bills of lading, in consignee’s name, should 
be forwarded to the latter, but in point of fact the bills of lading were 
made out in the name of defendants’ shipping agents at Barcelona, who 
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again merely had a customs agent at Bilbao. Unfortunately this 
individual was ill when the goods arrived in Bilbao about August, 1920, 
where they remained: undisturbed until May, 1921, by which time the 
market having been lost because of the delay, the consignees very 
naturally declined to accept the goods. In consequence the plaintiffs 
lost some {944 because the defendants had forwarded the essential 
documents to their agents instead of the consignees. Their defence was 
that the plaintiffs knew of and made no objection to their practice of 
grouping and sending goods forward under one bill of lading to their 
agent ; they said that the plaintiffs had agreed to this practice when it 
was instituted during the war and, further, that by reason of an 
“exceptions ” clause in their contract form, they were divested of any 
liability for losses due to delay, etc. Mr. Justice Bray, in his judgment, 
said that notwithstanding the contract stating that “.... our conditions 
are based on groupage and collective declarations of goods, etc.,’”’ that 
clause could not override the plain condition “ bills of lading to be sent 
to the consignee,” which was the contract between the parties. His 
opinion was that the bill of lading should have been sent to the consignee 
and if by doing so any increase of expense had been incurred, the 
defendants should have reimbursed themselves by increasing their charges 
‘to the plaintifis. With regard to the plea that the delay was caused by 
the congestion at Bilbao, he held that there was neither evidence to 
support that contention nor that the goods had not been discharged 
or warehoused in other than normal time, consequently he gave judgment 
for plaintiffs with costs. 

It is superfluous to point the moral of this lawsuit, but one of the 
points which occur to one’s mind is the imperative necessity that everyone 
should endeavour to revert to normal and get rid of the incubus of war- 
time restrictive clauses in commercial contracts. The war exacted 
sacrifices from all classes, both of personal and business liberties, but 
whilst D.O.R.A. is defunct there is a tendency in commerce to retain, 
almost with affection, concessions and compromises made in wartime 
which were essentially temporary expedients to suit an abnormal period. 
During the war the grocer became all powerful, having absolute control 
over necessities, and the housekeeper was compelled to adopt a conciliatory 
attitude, and similarly, shippers had to be grateful for very small mercies 
in the way of shipping space, but now that the position has changed, 
shippers should insist on making a contract, free of restrictive clauses, 
more suited to their needs. Distinguish by all means between the 
useful innovations of wartime and those adopted as a pis aller; the 
latter, having served ‘their purpose, should be cast aside and not quoted 
as precedents for present-day practice. 
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The system here explained will obviate costly mistakes, and ensure that accounts are 
always properly checked before being passed for payment. 


The Examination and Checking 


of Accounts 


By Josern E. Sronn, F.S.A.A., A.C.LS. 


T examination and checking of accounts is one of the most 
important duties of an accountant’s department. The system of 
examination should ensure, firstly, that the accounts have not been 
previously paid ; secondly, that the items charged for on the accounts 
have actually been received and satisfy all the requirements of the 
orders; and thirdly, that the prices charged are in accordance with 
contracts, quotations, etc., if such have been obtained, or are otherwise 
correct, 

The following is the outline of a system by which the above objects 
may be attained with the minimum expenditure of time and energy. 


An Eficient System of Ordering 


Accounts have their origin in the orders for goods dispatched in the 
first place, and it is therefore of prime importance that an efficient system 
of ordering should be in operation, and further that it should be constantly 
under supervision. 

All orders should be on official forms and they should contain a note 
to the effect that goods must not be supplied without official orders. 
They should be on the carbon copy principle and should be signed 
personally by the heads of departments concerned. This will ensure 
that all requirements are brought to their notice. If the business is of 
such a size as to warrant a separate purchasing department all orders 
will be issued from this department on the authority of requisitions from 
departments requiring goods. 

The number of carbon copies to be made depends upon the general 
organisation of the particular business and the number of departments 
concerned with the ordering of goods and examination of the accounts. 
In any case at least two carbon copies will be necessary in addition 
to the original which is sent to, the tradesman. One copy will be sent 
to the storekeeper as an intimation to him that certain goods will be 
supplied in the near future and he can then make the necessary arrange- 
ments for receiving them. The other copy will be sent to the accountant’s 
department. 

Two requests should be plainly stated on all orders, the first that 
all goods supplied must be accompanied by delivery notes giving 
particulars and quantities of goods to be received, and the second that 
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all accounts should contain the official order numbers and that they 
should be sent direct to the accountant’s department., 


Check Delivery Notes 


On the receipt of the goods the storekeeper checks the particulars 
on the delivery note with the actual deliveries and certifies on the note 
that it is correct, or otherwise, as the case may be. If all correct, the 
particulars are entered on a Daily Return of Goods Received sheet, which 
is sent to the stores department for entry in the Stores Ledger. In 
some cases the Stores Ledger entries are made direct from the certified 
delivery notes and this results in `a great saving of time. 


Treatment of Invoices 

When the accounts are received in the accountant’s department they 
are stamped with the date of receipt and entered in an Invoice or Accounts 
Received Register. This registet should contain the history of the 
account from its receipt in this department to its payment and final 
resting place in the filing system. The following ruling is suggested 
as one which will be found to meet practically the requirements of any 


business— 
REGISTER OF INVOICES, Erc., RECEIVED 





Date Name Date Date Initials Date |No. Date 
No.| Order of Invoice || Amount. || Handed of Return | o Paid Remarks. 
Issued. | Creditor. Z to Dept. | Receiver. | Recd. [se : 








£isld 
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The accounts are impressed with a rubber stamp containing spaces 
for the initials of the persons performing each step in the examination. 
From these particulars it can easily be seen whether the examination 
is complete, and in the event of any queries arising afterwards reference 
can be made direct to the individuals concerned. The stamp should 
contain the following— 





Received in good condition .... Entered in Goods Received Book (or Stores 
Ledger)... Checked with Stores Ledger.... Prices correct.... Extensions 
and Casting correct.... Compared with Counterfoil Order.... Entered in 
Purchases Journal.... Certified by.... (Head of Department). Correct.... 
Accountant. 


A Check against Duplicate Payments 
After their entry in:the Invoice Register the accounts are sent to 
the departments responsible for ordering the goods. Here they should 
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be checked with the delivery notes and Goods Received Book as to the 
receipt of the items charged and the first two spaces filled in when the 
work is completed. They will then be checked with the entries in the 
Stores Ledger and thus a check is obtained on thé postings to this ledger 
from the Goods Received Book or Delivery Notes. If there is a stores 
section in the accountant’s department much time may be saved. The 
storekeeper will certify the delivery notes and send them to this section, 
who will post the Stores Ledgers. The accounts can then be checked 
against the entries in this ledger and there is therefore no necessity to 
send the accounts to the storekeeper at all. The accountant’s depart- 
ment will certify the accuracy of the prices, extensions, casting, etc., 
and they are usually held responsible for the important work of comparing 
the accounts with the counterfoils of the orders. When this work is 
satisfactorily completed the counterfoils are stamped as follows— 


CANCELLED 
(Date) 


the date being on a revolving wheel and altered as required. 

This comparison of the accounts with the counterfoils of the orders 
and the cancellation of the latter is an excellent check against the 
possibility of duplicate payments. If the system of official orders is 
strictly enforced and the above work properly carried out it is practically 
impossible to pass a duplicate payment against the same order. 


Filing and Paying Accounts 

The accounts are then signed by the head of the department and 
certified by the accountant. They are filed in alphabetical order to 
await the receipt of the monthly statement from creditors. The items 
on the statement are checked with the detailed accounts and if there is 
complete agreement the accounts are pinned to their respective state- 
ments and numbered in consecutive order. They are then ready for 
entry in the Purchase Journal. 

The accounts are indexed on the card index principle and filed. 
The filing of accounts is a matter requiring some attention and upon 
a good system depends the smooth working of a great part of the routine 
of the accountant’s department. They should be filed in numerical 
order to correspond with the entries in the Purchase Journal, and if not 
paid immediately in an unpaid accounts drawer. When paid they are 
so stamped with a rubber stamp— 


PAID 
(Date), 


and transferred to the paid accounts drawer. From the above it will 
be seen that reference to any account is a matter of seconds only. If 
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some detail in the Purchase Journal needs explanation the number of 
the account is to hand, or any particular accounts can be turned up from 
the card index. This, combined with the Invoice Register (which 
explains itself) affords a complete system of reference. 

It will be noted that the system described above deals only with 
accounts in respect of purchases. With regard to other accounts little 
difficulty is experienced in making a satisfactory examination. Standing 
charges, such as rent, rates, insurance, etc., are recorded in a Periodical 
Payments Book and can be easily checked and compared with previous 
accounts. Works carried out by outside contractors are usually done 
by fixed contract and the terms of the contract can be referred to when 
the accounts arrive. If certificates on account are passed by the engineer 
they are accepted as correct and only the final account for the balance 
owing needs to be thoroughly examined. 
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New Income Tax Provisions 


TEE principal modifications of income tax law effected by the Finance Act, 
1922, are summarised as under in a letter to the Finanical News by W. R. 
Fairbrother, the well-known expert— 


(1) Interest and dividends, etc., received in full become assessable for the first year of receipt, 
adjustment being provided in certain cases for the second and third years of assessment. 

(2) All employés are now chargeable on the current year’s earnings, and the ‘‘ average” is 
discontinued. 

(3) Income under certain revocable and other dispositions (as set out in Section 20) is to be 
deemed to be the disponon s incofne for taxation purposes. 

Bid Undistributed income of certain companies which is withheld from distribution may now 
“with a view to preventing the avoidance of the payment of super-tax ” be charged to super-tax 
in accordance with Section 21. 

f (5) Super-taxpayers may now be required to furnish particulars as to the sources and amounts 
of income. 

A (6) Farmers are now assessable on the actual (instead of double) annual value of the lands, 

etc. 

(7) Allowances made to war widows in respect of their children are not to be reckoned as the 
{ncome of such widows for taxation purposes. 


(mi (10 T] 


Getting at the Facts of Business 


EFERENCE is made in “ Notes and News ” to the outspoken article in which 
the Economist pointed to the perils of undue secrecy in business affairs. It 
is interesting to note that at the Liberal Summer School, held at Oxford last month, 
the editor of the Economist, Mr. W. T. Layton, made further reference to the 
subject. He said that secrecy, if continued, would destroy private enterprise. 
It was no good to ask workers to share in profits and losses due to somebody’s 
speculation. Only three industries in the country published regular production 
figures, Particulars of the wages bill, cost of materials, and the value of the product 
in many of the great staple industries should be published every three months as 
a vital factor in creating confidence. Only by that means could wages discussions 
be brought down to earth. 
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Clear Skies for Industrial Towns 


By FBANK ORMEROD 
The Oncoming Electricity Age 


A new hope has come to the smoke-ridden towns of industrial Lancashire. Recent 
developments in the adoption of electricity as a motive power in the cotton mills—a 


policy in which Sir Charles Macara, Bart., has played a pioneer part—give them the 
promise of eventual immunity from the filthy smoke nuisance. The full story is 
brightly told in this article. 





ESPITE the oft-repeated statement of those who thrive on 
discontent, great advances have been made in recent years in the 
direction of improving the health of the people who are engaged in our 
mills and workshops. In a striking article, The Times medical corre- 
spondent asserts that it is a great mistake to assume that what is called 
‘ modern industrialism ” has brought with it a heavy burden of disease, 
and points out that, on the contrary, its coming has coincided with 
the gradual disappearance of many of our worst plagues. He instances 
typhus fever, typhoid or enteric, small-pox, and scarlet fever. But the 
most interesting and significant fact of all is the marked decline in 
consumption. 

Indeed, there is no reason whatever why the big working populations 
of our industrial towns should not be healthy—if we could make an 
end to the nuisance of black smoke. This is the great drawback to 
health at present. What we understand as welfare work is all very 
well, but until it is backed up with an atmosphere unpolluted with 
smoke, we shall never get satisfactory conditions of health. The frightful 
smoke incubus is largely responsible for our great percentage of respiratory 
diseases, consequent upon cutting off a great deal of the sunlight from 
the towns and cities in which four-fifths of our population now live. 


The Smoke Incubus in Manchester 

Although Manchester is by no means so bad as some of those industrial 
towns in the North of England which are hemmed in by hills and where 
a thick pall of smoke lies over the valleys from Monday morning to 
Saturday noon, the Air Pollution Advisory Board of that city states 
that Manchester is so filled with dust and smoke that on a sunny day 
no less than 10 per cent of the sunlight is cut off in passing through 
the last 100 feet of the atmosphere. Manchester calculates that it makes 
a loss of three-quarters of a million pounds sterling each year by allowing 
black smoke to exercisé its influence on buildings, merchandise, gardens, 
furniture, curtains, paint and wallpaper, clothes, and, last but not least, 
on personal health. 
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The Air Pollution Board has done a good work in bringing these 
facts home to the public, but the fault one has to find with it, as with 
so many other advisory boards, is that it does not go far enough. Its 
aims are to spread information as to the best existing methods of smoke 
abatement and to discover by research new and improved methods of 
smoke prevention. 

To my mind there should be no question of “ abatement.” The 
farce of pretending to abate smoke has long since been played out. What 
we should aim at is the total abolition of smoke, and this can be done 
only by hastening the great age of electricity. The only way to get a 
clean atmosphere is to do away with the dirty methods of steam 
production altogether, and to raze the factory chimneys to the ground. 


An Electricity Pioneer 

Had all leaders of industry been as far-seeing and enterprising as 
Sir Charles Macara, the ex-President of the International Cotton 
Federation, this much-needed reform would have come about years 
ago. If not actually the first, he was one of the earliest, cotton spinners 
and manufacturers in Lancashire to adopt electrical driving in the mills 
of which he is the head, and although it is a costly thing to scrap steam 
engines and boilers and install electric motors in factories seven-storeys 
high and containing preparation, carding, spinning and other machinery, 
this pioneer work has amply justified itself, besides being a boon and 
a blessing to both the workpeople and those who happen to reside in 
the vicinity of the mills. 

To pay a visit to the Bannerman Mills at Ancoats, Manchester, and 
note how clear is the atmosphere in this part of a densely-populated 
locality, is to be struck with the splendid possibilities which offer of 
revolutionising our industrial centres, and converting them from depress- 
ing areas of smoke and grime into places of sweetness, light, and health. 

Once having put his hand to the switch, so to speak, Sir Charles 
never turned back, and he has adopted electrification in every department 
where motive power was required. Not only does he drive his cotton 
machinery by electricity, but he uses the same force for the sewing 
machines, band knives, and other mechanical contrivances of his 
excellently-equipped shirt-making factory; for lighting, and for all 
the cooking and other appliances in the canteens he has installed in the 
Bannerman Mills and the city merchanting warehouse in Manchester, 
where his schemes of welfare work are in successful operation. 


Advantages of Electrical Driving over Steam 
Sir Charles, indeed, solved the many problems connected with 
electrical driving in textile mills long ago. Although he had not new 
and specially-planned mills in which to begin his experiments, he quickly 
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overcame all the difficulties which are still put forward as excuses for 
retaining the bad old ways of running mills by unenterprising manage- 
ments. He proved, first of all, that the best and most economical way 
-of getting current was to leave the generating to the local authority 
and obtain supplies from the street mains ; he had glass towers erected 
in. which the nfotors could be housed free from the flying dust of the 
carding and spinning rooms; he proved beyond question that electrical 
driving was more steady and even, and consequently better in every 
way for the spinning of yarn than driving by steam ; and, lastly, he has 
demonstrated to the whole industry that for reliability of working the 
steam engine is not to be compared with electricity. While the break- 
downs of engines and boilers in steam-driven mills are so common as 
to have become a joke to every cotton-mill worker, Sir Charles Macara 
informs me that at the Brunswick Mills in Ancoats, where they are 
taking 2,000 horse-power from a big city generating station half-a-mile 
away, the stoppages of work through failure of current have not aggre- 
gated an hour in the whole fourteen years the mills have been driven 
by electricity. 


Growing Demand for Electrification 

The bulk of cotton spinners and manufacturers are now convinced 
that electrical driving is desirable as much in their own as in their 
workpeople’s interest, and while one could have counted the number of 
electrically-driven mills in Lancashire on his two hands a few years 
ago, there is now a very active demand all over the county for means 
of electrification. Given a cheap and plentiful supply of current, it 
would, I am convinced, not be long before the whole of North and 
South-East Lancashire was freed from the blight of black smoke. One 
electrical engineer informed me recently that given the requisite supply 
of motors and current there will, in three years’ time, be scarcely a 
mill in his town getting its motive power from the steam engine, and 
what is going on in this instance is only an example of what is going 
on throughout the textile districts of Lancashire and the woollen towns 
of the West Riding of Yorkshire. As instances of the demands being 
made upon corporations in the North, it may be mentioned that in 
Manchester the total horse-power of textile motors connected is close 
upon 30,000, and in places like Blackburn, Halifax, Bury, Stockport, 
and. Stalybridge the demands are going up by leaps and bounds. The 
Dunlop Mills at Rochdale, the largest in the world, erected to manufacture 
canvas for motor tyres, themselves take something like 10,000 kw. from 
the public supply mains. 
Advantages of the New Drive 

One is not contending for a moment that this new interest in electrical 
driving comes about in the majority of cases from a desire to produce a 

469 





‘Business - Organisation - and - Management 





good atmosphere; what your Lancashire man-wishes to know first of 
all is whether it will pay him to make a change of this magnitude ; and 
if he has hitherto not found that the price of current is less than the 
cost of raising steam, he has discovered that there are so many advan- 
tages attached to electrical -driving that on balance it will be to his 
advantage to adopt the cleaner and more convenient motive power. 

Granting for the sake of argument that there is a slight advantage 
‘on the side of steam in the matter of cost, there are counter advantages 
connected with the installation of electricity which more than equalise 
the difference in outlay. There js no doubt, for instance, that electrical 
driving improves production by giving a greater smoothness of drive 
as well as being more convenient in every way. Even in the case of 
conversion from one power to the other the change is worth making, the 
value of the product being increased to an extent which altogether 
outweighs the first cost. 

Again, while a motor is not more liable to break dewa than an engine, 
it is claimed that a faulty motor does not stop the whole of a concern 
as is the case when anything happens to a steam engine, and moreover 
it can be quickly repaired or replaced. Large sums of money, of course, 
would be saved in capital expenditure on engines and boilers, and this 
saving could be used to provide more machinery for the mill; while 
driving gear could be simplified, and the trouble of carting coal, providing 
oil, labour and condensing water, as well as of the disposal of ashes, 
might be altogether obviated by getting one’s current from the street 
main. Attention to these matters in a steam-driven mill occupy one-half 
of the manager’s time, and it is coming to be seen that it isa very expensive 
luxury to have an expert in cloth or yarn production frittering away 
his time in matters affecting the “ fire-hole.” 


Effect of Shortening Hours 


A variety of circumstances are conspiring to popularise electrical 
driving, if we can but get the new super-power stations at work, or 
schemes put into operation for grouping and developing existing municipal 
enterprises: in suitable areas so.as to reduce the cost of supplying 
electricity by producing on a greater scale close to the demand. 

One thing that is having a decisive effect has reference to- the new 
conditions in mills which have come about since the war. The shortening 
of hours having led to a curtailment in production, the cotton spinner 
or manufacturer finds it impossible to get back to his pre-war output 
unless he extends his premises and installs additional machinery. 
Nowadays new engines and boilers to drive either.old or new machinery 
are prohibitive in price, and naturally the employer turns to electricity, 
laid on by the corporation, as an alternative power to run his extension. 
Then, no sooner is the electricity: installed than he’ finds out how 
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numerous are its advantages, and before long he begins to plan for the 
conversion of the whole of his mill. 


Pressure from the Operative 

The operative, too, is indirectly forcing the owners of mills to make 
the change. Like his master, he looks at the matter, principally, in 
terms of £s. d., and is coming to demand both electric lighting and 
electric driving as indispensable to both his comfort and the making 
of money. Both spinners and weavers are showing a preference for the 
converted mills. Electric driving means steadier driving, and steadier 
and more uniform driving in mills means that fewer “ ends ” break, 
and so machines can be run more continuously and made to bring better 
results to the wage-earner. At mills that have been converted it is 
found that there are plenty of “ hands” on the waiting list, and conse- 
quently the gas-lit, steam-driven places, when full-time working is the 
rule, are finding it difficult to get all the operatives they require. The 
operative, too, is benefited by better light and ventilation due to the 
removal of shafting, there is no danger of accidents from long vertical 
belts, and there is less lint and fluff flying about in the atmosphere to 
settle on the lungs. 


The Effect on Output 

Employers of labour, therefore, are likely to find the last-named 
argument as strong as all the others put together. They will find, too, 
that they will gain enormously in the matter of increased output once 
they decide to rid their mills of the unhealthiness which is caused by 
coal smoke. This is a fact established over and over again in such 
places as Letchworth, where the aim from the start was to have a clean 
town and a pure atmosphere. Striking testimony comes from the 
managing-director of one of the big motor firms there. 

“When I was told first of all that the result of bringing men to 
Letchworth would be that they would work better,” he says, “ I looked 
upon it as one of those fairy tales which are always held out to induce 
people to come to one place or another, but that it was not so I can 
prove. I brought down my own men, tools and material, and the same 
work was done as in London, with the result that the men are turning 
out more work and earning more money making exactly the same car. 
A man working on a lathe at Letchworth will do more work than the 
same man working on the same lathe in London.” 

The reason, of course, is obvious. A man with a healthy body and 
a clear brain must of necessity do more and better work than one whose 
faculties and physique are clogged and vitiated with the foul air and 
depressing conditions we find in our smoke-begrimed manufacturing 
towns. There is no good reason why all the manufacturing districts 
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of this country should not be Letchworths, for generally they are situated 
in fine, bracing country. Most of the manufacturing towns of Lancashire 
and Yorkshire are situated in pleasant valleys ringed round by healthy 
moorland ; it is only the smoke and grime and dirt thrown out by their 
appalling array of factory chimneys that makes them so repellant. See 
them in the holiday weeks when the mills are closed down and they are 
as clean and healthy as any towns in the country. 


An Enemy to the Race 

. Let us hope, then, that the time of their emancipation will be 
hastened, if not in the way of the natural evolution of industry, then 
by the ‘determined opposition of those who are doomed to live and suffer 
in these foul localities. The man who pollutes the earth with vile smoke 
in order to enrich himself should be regarded as an enemy to the race 
and treated as such. ; 

There is a saying in the North that “where there’s muck there’s 
brass.” It is a fallacy. At one time, maybe, the two were regarded 
as inseparable, but to-day “ brass ” can be made better and more easily 
without the concomitant evil of what the gentle Evelyn, of diary fame, 
called “the hellish and dismal cloud of sea-coal.” There is no reason 
whatever why manufactures in England should not be carried on under 
conditions as cleanly as those obtaining in other countries, and the means 
are to hand. 
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How Faulty lighting and noise diminish output and promote fatigue is emphasised by 
Mr. Warner, whose suggestions should receive the careful attention of works managers. 











On Retarding Output 


By Granam N. WARNER, M.A., F.S.A. (Scot.) 


A business organisation and management comes to be more and 
more scientific and exact, consideration is increasingly given to 
ways and means of eliminating fatigue. It is now generally recognised 
that the normal man prefers to work and to work industriously. Where 
indications of slackness are observed it is generally possible to discover, 
by experimental methods, causes conducing to slackness or inertia. By 
means of experimental psychology it is now possible to avoid the old- 
time fallacy of classifying all but the super-industrious as lazy, all, save 
the brilliant, as dull, We are now able to classify men. and women 
according to their capacities, knowing thereby how much we may 
reasonably expect of them, and in what departments of industry they 
are likely to make most progress. One of the most valuable discoveries 
which has been made in this wide field of research has been that of the 
causes, external to the operative, which produce fatigue, diminution of 
energy, depreciation of output in both quantity and quality. t 


Common Causes of Fatigue 

Recent research has disclosed the fact that two most important 
causes of fatigue are: (1) faulty arrangements for lighting; and (2) 
noise. 

(1) Light. Time was when light was not considered to be of vital 
importance. Artificial light could be resorted to and the value of day- 
light was not considered to be so high as good organisation now makes 
it. Industrial organisation then took a step forward and the value of 
a copious supply of daylight was realised, chiefly because it could be 
had free of charge. There was a tendency to go to the extreme by having 
light from wherever it could be had, with the result that work done did 
not come up to the expectation of the exponents of the gospel of light. 
The cause of this failure was not far to seek. In the endeavour to 
obtain as much light as was possible the question of temperature had 
been overlooked. The supply of light might be all that could be desired 

- but the atmosphere was not. In very hot weather it was too warm, in 
very cold weather the temperature was never sufficiently high all over 
the working day. 


The Value of Roof Lighting 
One of the really forward movements of modern organisation is to 
be’seen in roof lighting where this is possible. Particularly can this be 


1 For a review of the subject generally see the writer’s article in BUSINESS ORGANISATION 
AND MANAGEMENT, Vol. 5, No. 1; pp. 55 ff. 


VI 33—68 473 





Business » Organisation - and - Management 


seen in trades such as printing, where the maximum of light is required. 
This, of course, can. be done only in works which are not built on the 
tenement principle. To this type the present article confines itself. 
One great advantage which we have seen-to accrue from this has been 
that not only is there a sufficiency of light and an equality of distribution 
of light but shafting can be placed high in the building without any 
material hindrance to the flow of light ; there is excellent light for attend- 
ing to and repairing the shafting; dangers accruing from low placed 
shafting are minimised, and the distance of the shafting from the 
operatives reduces noise. 


Noise Makes Tired Workers 


(2) Notse is a serious element in all problems of fatigue. How does 
it enter into the question? It can -be shown that, e.g. compositors 
doing jobbing work! in a shop where there is much noise work with 
less accuracy and produce less than those working in an atmosphere 
where noise is reduced to a minimum. There are reasons for this. The 
strain on the attention is doubled. The workman giving his attention 
voluntarily to the task before him is forced also to attend to the noise. 
The result is twofold: (1) the reactions are slower and less regular ; 
and (2) the effort to attend to the task before him is greater than it 
need be, and as a result of this the muscles become more rapidly fatigued. 
The consequence is that the power of attention is lessened and the 
memory is weakened with the result that the quality of the workmanship 
is decidedly lower. From every point of view this is serious, for the 
workman must continue at his task while producing less effective work 
and receiving also greater injury to himself. l 


An Interesting Experiment 


The same thing holds true of sedentary occupations. It .can be 
shown that the simplest clerical work is done less successfully when 
there is noise. One interesting case—out of many—will well illustrate 
this. It is the case of a busy office on a wharf-side. Two clerks who 
could prepare 175 circulars for dispatch in the space of one hour when 
the windows were closed, could prepare in one case only 75 and in the 
other 85 when the windows were open and the noises from the wharf 
intruded. In each case the exhaustion at the end of an hour was greater 
when the windows were open. 

Attention given to many such matters would do much to aid both 
the quantity and the quality of the work done and lessen the temper 
which often arises as the result of strained nerves. 


` 1 The facts are for Scotland. 
474 








= 
“ Lord Fisher was not a man to throw eulogiums about, but he spoke of this ‘man 
Bite, OES ` of Napoleonic imagination.’ ”, + f 





The Business Man of the Month 


SIR HENRI DETERDING 
By ARTHUR 8. WADE l 


This character study of the undisputed chief of the Oil Industry is of quite excep- 
tional interest. There is no one of commercial influence comparable to Sir Henri 
Deterding’s who is so little known to the ordinary business man. ; 


SE HENRI DETERDING is one of the world’s big men who is 
scarcely known to the public. I gather from several sources that 
he has a strong dislike to publicity. Trying to interview him for the 
Press, I can testify, is like trying to reach the head of a Government 
department. If you succeed you deserve your laurels. This desire to 
keep in the background is an excusable and evena praiseworthy feature 
of Sir Henri’s character; but none the less it would be an inexcusable 
fault in the public Press if it acted according to such reticence. For 
Sir Henri, as an oil king, is one of the men upon whom the world has 
to rely, and therefore his qualities should be known as widely as possible. 


The Importance of Oil 


Oil is one of the factors which influences civilisation for good or‘ill, 
and its power and influence in international affairs grows greater and 
greater. What caused the greatest sensation during the Genoa Confer- 
‘ence? Not the doings of the European statesmen, but the rumour of 
an oil treaty between commercial men. Those sure instincts which guide 
the man in the street told him that here was the crux of events, and that 
oil would always be more important than political arrangements. The 
rumours proved wrong, but they did serve to point a moral: they 
served to show that the civilised world was placing in the hands of the 
men ‘who control its oil supplies a responsibility at leastgequal to that 
‘which is borne by its leading statesmen. And since it would be absurd 
for statesmen to be given freedom from publicity, it follows that the 
great men in the oil industry should be equally made known to the 
masses whose destiny they may influence. 


The World Chief of the Oil Industry 


Sir Henri Deterding is the world’s second greatest figure in the oil 
industry, if, indeed, he is not its greatest—its emperor. There was a 
time when that title indisputably belonged to Rockefeller, but to-day 
itis impossible to connect the wan old man, whose photographs appear 
so often in the illustrated papers, with anything more strenuous than his 
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favourite game of golf. He is now the pale reflection of his former 
self. Other hands have taken hold of the reins of the Standard Co., 
and among them is no figure comparable to Deterding, as far as one can 
see. For as Director-General of the Royal Dutch Petroleum Co. Sir 
Henri presides over interests and engines of production far more important 
to the world than those controlled by any American oil magnate, more 
important because more varied and more widespread. 


Notable War Tributes 


Americans at one time joked about Sir Henri Deterding, as if they 
saw in him only another of those victims who, after a gallant attack, 
would fall beneath the blows of the Standard. Now they know and 
have known for a long time what is his true mettle and they respect it, 
none more than the directors of Standard Oil. “ One of those big men 
of affairs who have no time and no need to think. He knows it all by 
instinct.” This American estimate shows by its very extravagance how 
his personality has impressed them. It is only one of the tributes that 
Sir Henri has won from people who have worked with him. Lord Fisher 
was not a man to throw eulogiums about, but he spoke of this “ man of 
Napoleonic imagination.” Somebody else made a terrible pun in praising 
Sir Henri as the “shell that hit Germany the hardest blow.” These 
English tributes were won, as was his K.B.E., by the brilliant work he 
did for this country in the war. It was he who amazed and delighted 
Lord Fisher by turning the false bottoms of merchant ships into storage 
tanks for oil when our tanker fleets had grown inadequate. 

Sir Henri is now 60 years of age. He has still, despite white hairs, 
the freshness of youth about him, probably because he is a great open- 
air man, a lover of hunting and of travel. He makes one feel that great 
commercial responsibilities are the lightest burdens in the world, for 
he grips them and lifts them as if they were feathers. ` Though he rarely 
talks for publication, he is to all appearances the frankest of men, and 
has a very orderly troop of ideas, ideas so well formed and well drilled 
that they seem to fall into their places as easily and readily as soldiers. 
But he has‘a curious quality, which comes, perhaps, from the strong, 
firm face, of suggesting infinitely more than he expresses. For that 
reason he is one of the men who attract the eyes of observers even in a 
crowded room. He is an impressive man, in very much the same way 
as General Allenby is impressive. 


Maker of the- Royal Dutch Co. 

Sir Henri is the architect of his own fortunes. Of Dutch birth, he 
was employed in a Java bank in his early days. When he was in his 
twenties he attracted the notice of a compatriot who had formed the 
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Royal Dutch Co. for the Working of Petroleum Wells in Netherlands— 
India. Thereafter oil became his life study. His energy and foresight 
as assistant to the founder impressed all those interested in the manage- 
ment of the company. When he was 38 his “ discoverer ” died and he 
was made managing director of the company. At once the company 
‘began to expand. He sought new fields of oil production ; he formed 
new alliances—-with Marcus Samuel, for instance ; these alliances he and 
his associates turned into something more solid, and so there emerged 
the vast concern which we know to-day as the Royal Dutch Petroleum 
Co. He stood out as the man of destiny in the old world, and even 
such huge concerns as the Mexican Eagle and the Anglo-Persian came 
under his sway. 

There is a certain irony in the fact that to-day he has a bigger fleet 
of oil-cartying yessels than the Standard Oil Co. At one time he was 
losing in the fight with them, but his banner never drooped. It is said 
the American companies are prepared to resume the battle. But it is 
more than likely that they will think twice about such a project. 


What is the Future of Oil ? 


-I do not know what Sir Henri Deterding’s politics are or whether 
he has any. As a commercial man his career shows that he has the 
genius for controlling the great industry he rules; but one would like 
to hear him speak some time or other about the statesmanship of that 
industry so that one might know how he views its international influences. 
That would be interesting, all the more so since no oil magnate yet has 
done such an obvious, if original, thing. He seems to be the type of 
man who could do it, having the insight and foresight which penetrates 
present. and future problems. In the days so far back as the Greece 
of Solon, oil was a matter of concern to statesmanship and to-day it is 
certainly no less so. Ephraim carried oil into Egypt; and Plato, when 
in that country, paid the expenses of his travels by disposing of the oil 
of his country. And the future problems of oil will require not only 
the genius of the commercial man, but those of the prophet and the 
philosopher and the law-giver to resolve them in such a way that mankind 
shall receive the full blessings of this natural resource. 


Me 
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Co-Partnership Developments at 
Port Sunlight 


Laying the Ghosts of Fear 


“ I feel that great ghosts are haunting each one of us. It is astonishing how each of 

us lives in fear—the fear of unemployment, the fear of sickness, and the fear of death, 

and the way it will leave our widows and dependents. Let us as co-partners face these 
three problems and remove thie fear.” 


ee striking passage was the key-note of the remarkable speech 
addressed by Lord Leverhulme’to a recent gathering of several 
thousands of co-partners at Port Sunlight in explanation of the very 
important developments which have been decided upon in the co- 
partnership relations between Lever Bros., Ltd., and their staff. It is 
not too much to say that these developments mark a new epoch in the 
relationship between employer and employed as it is understood in this 
country. The benefits are additional to the payment of the standard 
full trade union rate of wages, with trade union hours, and are based 
upon the grading of employees throughout the whole factory. Briefly, 
the benefits proposed are as follows, and the scheme comes into operation 
as from Ist October next— 


During any period of suspension from employment arising from any cause, 
such as slackness of trade, to which, in the opinion of the company, a co-partner 
has not either directly or indirectly contributed, the company will make up the 
State allowance to half the weekly rate of wages. 

In the event of a co-partner being ill and thereby prevented from working for 
at least seven consecutive days, such co-partner will receive from the company 
the same weekly payment for four weeks as he or she would have received for 
suspension from the causes above mentioned. 

Each co-partner will be presented with a policy of life insurance of the minimum 
amount of £100, with one year’s premium paid thereon. The intention of the 
company is to pay the subsequent annual premium on each such policy, and the 
company may from time to time increase the amount of such policy and issue an 
additional policy or policies as they may determine, but so that the total amount 
of assurance taken out for any single co-partner shall not exceed in the case of 
the staff £1,000, in the case of forewoman and foreman £2,000, and in the case 
of the management and directorate £4,000. 

The company will make every effort to arrange that the insurance company 
shall pay the amount assured in the event of an assured becoming totally 
incapacitated from work by illness. 

The benefits are offered voluntarily by the company, no monetary contribution ` 
being required from any employee, but the right is reserved to vary or withdraw 
the benefits. ‘ 

All women employees of the firm travelling by train to Port Sunlight are to be 
provided with free travelling. 


The scheme was received by the gathering with enthusiastic cheers, 
followed by the singing of “ For he’s a jolly good fellow.” 
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What do you know about British trade with Japan? This article is full of valuable 
data for exporters and amparta alike. 


Anglo- Japanese Commerce 


By CHARLIES DOMVILLE-FIFE, 
Late Correspondent of “The Times,” Author of “Through Guatemala and 
Central America,” “The British Far East,” ete. 


Striking Facts for British Exporters 


To volume of literature devoted to the commercial relations 
between two or more countries is usually about equal to the interest 
and economic importance of those relations. To this rule, which is 
part of the great law of supply and demand, Anglo-Japanese commercial 
information is decidedly an exception. Beyond the immediate precincts 
of those small realms in metropolis and port exclusively concerned with 
Far Eastern trade little is known of the movement of millions between 
the island empires of East and West. . 


Economic Status of Japan 

The man who inhales camphor or menthol during a winter cold in 
the misty British Isles, or in icy New York, may think longingly of 
sunny Japan, but he seldom realises that the substance which is relieving 
his catarrh is an important product of the land of the Rising Sun. Japan 
to the average business man is a storehouse of curios, quaint porcelain, 
lacquer work, and silks. It is this and far more, for modern Japan is 
a great agricultural, industrial, and mining country; apart from its 
importance in the world of politics and art. It has a ratio of gold to 
paper currency of over 100-3, compared with Great Britain’s 33-1 and 
America’s 46-2; and these are the only nations in the world who have 
materially increased their ratios of gold to notes since the great upheaval 
threw the economic universe into chaos. 

The area of the Japanese Empire, including Korea, Formosa, and 
Karafuto is 235,886 square miles, with a population of just under 80 
millions. In Japan proper there are now 26,310 agricultural, mining, 
industrial, commercial, and transportation companies, with a total 
paid-up capital of £600,000,000 and reserves of just over £200,000,000. 
From the agricultural standpoint it is a nation of 5,500,000 farm labourers 
who intensively cultivate the highly fertile soil of 15,000,000 acres. 
Mining is an important industry, and there are about 680 companies 
with a total capital of £94,000,000, operating 1,000 mines of coal, copper, 
iron, zinc, petroleum, antimony, and other minerals. The length of 
railway lines open to traffic is 8,116. From these facts the economic 
status of the post-war Japan will be understood. 

479 


< . 


Business - Organisation - and - Management 





Overseas Commerce 

The average annual value of the overseas trade of Japan is approxi- 
mately £432,000,000' sterling, made up of imports £232,000,000, and 
exports £200,000,000. During the World War, and up to the close of 
the year 1918, the exports far exceeded the imports in annual value. 
It was during this period of feverish industrial activity, when the 
markets of Europe were practically closed for export purposes and 
eagerly open for the purchase of necessities, that the trade and industry 
of these Eastern. islands made astonishing progress—nearly doubling 
their output within five years. 

Great Britain absorbs, in annual average value, about £10,500,000 
worth of Japanese exports, and finds a market in that country for some 
£18,000,000 worth of merchandise. The United States buys Japanese - 
products to the average annual value of £139,300,000, and sells to that 
country £164,000,000 worth of goods. The trade with China is large 
and increasing. Japanese exports to that country exceed the imports 
by nearly 40 per cent in annual value. The commerce with British 
India is also considerable, but the balance of trade favours India to the 
extent of nearly 50 per cent. 

The former German Imperial Chancellor, Herr Michaelis, visited 
Japan in May of the present year, and addressed various public bodies 
in support of a pro-German commercial policy, putting forward the 
usual plea of the inability of his country to meet the reparation demands. 
His visit coincided with the publication of statistics showing an ominous 
recovery of German trade with Japan proper, and also with Manchuria, 
where German imports are driving out even those of Japan, who is 
herself endeavouring to check the excess of imports over exports by 
increasing the latter. During the first six months of 1922 the German 
merchandise landed in Yokohama was valued at £1,800,000, nearly 
half the value of the imports during a corresponding period of the year 
1913. The goods now being shipped to the Far East from Hamburg 
and Bremen consist principally of chemicals, dyes, and machinery. 
For the first and last of these products there is a rapidly growing demand 
in Japan. 


Expansion of Anglo-Japanese Trade 

At the present time British exports to Japan, in order of importance, 
consist of iron bars, rods and plates, woollen fabrics, engines and 
machinery, iron-ingots and slabs, wool, sulphate of ammonia, caustic 
soda, paper and india-rubber goods. The United Statés not only sells 
larger quantities of nearly all of these commodities, but also enjoys a 
clear field for the disposal of immense stocks of building materials, 
leather, and petroleum. The Dutch East Indies monopolise the markets 
_for sugar and rice. A 
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The importation of sulphate of ammonia, caustic soda, and all kinds 
of chemicals from England could undoubtedly be stimulated, providing 
the prices and terms of payment compared favourably with those of 
the £2,000,000 worth of chemicals sent annually to Japan from the 
United States, and the £2,500,000 in value supplied by Germany. There 
is also a good opening for leather goods, English technical books and 
scholastic works, scientific instruments, fire extinguishing apparatus, 
ship fittings, office appliances, cinematograph films of an educational 
character, factory machinery, and heavy oils. 





Li 1 Cad hae = -' La aaa rere = 
By courtesy of the P. & O. Steam Navigation Co. 
RIVER FRONT, OSAKA, JAPAN 


Although in the above lists only the principal imports and exports 
have been mentioned, and Japan now manufactures many articles which 
were obtained abroad in pre-war years, it will be apparent that many 
of Great Britain’s staple products and manufactures have not yet been 
seriously offered to this growing nation of 80,000,000 people. 

Looking at the other side of the question, Japan also needs to increase 
her exports, and although she now finds a market in the British Isles 
for a great variety of goods, such as silk tissues, straw plaits for hats, 
knitted goods, raw silk, waste silk, toys, wood, vegetable oils, buttons, 
porcelain and earthenware, glass manufactures, copper, camphor, paper, 
and menthol crystals, there can be little doubt that there is considerable 
scope for increasing the supplies of paper especially adapted for a variety 
of purposes. 
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Commercial Museums and Inventions 

To the English mind a commercial museum is an educational 
establishment in which are preserved rare specimens of antique products 
illustrating the progress of commerce and industry. This, however, is 
not the case in Japan; and a British manufacturer who desires to get 
into communication with Japanese merchants can exhibit, free of charge, 
samples of his wares (with descriptions in Japanese) at the Government 
Commercial Museum, Tokyo. 

This institution was founded in 1896, and, in addition to exhibiting 
commercial samples of both home and foreign origin, also undertakes 
inquiries on commercial matters and acts as intermediary between 
Japanese and foreign merchants and manufacturers. Many thousands 
of samples are on view, and access is entirely free. The samples are 
also lent to similar museums in the provinces, and are sometimes taken 
round the whole country and exhibited at local fairs. One of the 
principal activities of this remarkable institution, which is entirely 
devoted to the interests of international commerce, is the direction of 
correspondence between foreign manufacturers and Japanese merchants, 
or vice versa, and includes replies to foreign inquiries regarding the local 
standing of Japanese firms. 

There is a similar institution in the important town of Osaka, and 
another at Nagoya. The former was opened in 1900, and the buildings 
now cover over an acre; the latter issues an English monthly review as 
its official organ. 

` While describing some of the commendable and advanced commercial 
institutions of Japan mention must be made of the Society for the 
Encouragement of Inventions, which was founded in 1905, and to which 
the Government has contributed since 1910. Inventors can not only 
obtain financial assistance from this society, but merchants requiring 
mew processes or ideas can place their wants before designers and 
inventors, and gold medals are awarded annually. 

In one case a foreign merchant asked a Japanese manufacturer if 
he could supply a special kind of waterproof paper. Not being able to 
do this himself he referred the matter to the society, and the new process 
was devised by a poor inventor and the wants of the foreign merchant 
satisfied to the advantage of Japanese overseas trade within twelve 
months from the date of the first inquiry. 


Foreign Commercial Travellers and Companies 
There are no special regulations in Japan affecting the operations 
of foreign commercial travellers, but in some cases, depending upon the 
nature of the goods, it is necessary for them to obtain a licence and 
pay a small fee, which varies with the class or classes of merchandise 
carried. If this licence is issued by the central authority it is valid 
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throughout the whole country. No special facilities are granted by 
the railways; but samples, providing they are re-exported within six 
months of the date of importation, are admitted entirely free of duty. 

Foreign corporations in Japan are taxed on that portion of their 
annual profit which is in excess of 10 per cent of the invested capital. 
This imposition is graduated as follows: (1) on all profits which exceed 
10 per cent of the invested capital the rate is 4 per cent; (2) on the ` 
amount in excess of 20 per cent of the capital 10 per cent; (3) and 





By courtesy of the P. & O. Steam Navigation Co. 
STREET SCENE, YOKOHAMA 


on the amount which exceeds 30 per cent a duty of 20 per cent is levied. 
Income derived from business or other assets in Japan is subject to a 
tax of 7$ per cent per annum; and by the operation of this latter law 
foreign corporations must in all cases pay the 74 per cent on their income, 
with the higher rates when justified by profits. There is a complicated 
tax on businesses of all kinds, both national and foreign, as well as sixteen 
different classes of registration fees, including one on the establishment 
of a branch office. The travelling tax is applicable to foreigners as well 
as nationals, but amounts to only a few pence for every twenty miles 
covered in a first-class compartment. 

There are four different kinds of commercial companies in Japan: 
(1) the unlimited partnership with each member liable for the debts of 
the firm; (2) the limited partnership with two or more members whose 

483 ; 








Business - Organisation - and » Management 





liability is limited to a stated amount; (3) the joint stock company 
of not less than séven persons with unlimited liability; and (4) the 
joint stock limited company in which the capital is represented by 
transferable shares. Previous to 1875 Japan had no company in the. 
European sense, and even twenty years later there were only a few 
such concérns in existence, mostly banking and railway or steamship ` 
undertakings. Some idea of the rapid development of the country can 
be gained from the fact that by 1920 there were no less than 26,300 
of these modern business organisations. Foreign companies who desire 
to be recognised by Japanese law and do business in that country must 
be registered in the same way as national companies. 


State Monopolies and Free Imports 


The Japanese Government has operated many different kinds of 
factories for the purpose of establishing new industries, and now enjoys 
several monopolies for administrative and financial reasons. A steel 
works was opened in.1895 to enable the country to be more independent 
regarding this important commodity of both peace and war. For 
revenue purposes a tobacco monopoly was put into force in 1898; 
camphor became a monopoly in the same year, and salt was placed 
under the Bureau of the Treasury in 1905. No less than seventeen 
railways have since been nationalised. The whole of these undertakings 
are administered from a Monopoly Bureau, which is a branch of oe 
Treasury, and are worked in some cases by licensed agents. 

There has been a persistent demand during recent years aioieion 
Japan for the further protection of the younger industries of the country 
against “low-priced Western commodities.” This has resulted in 
considerable increases of the rate of customs duty on several imported 
articles, such as machinery, dyes, chemicals, and beverages. On the 
other hand, mineral oils for use as fuel, animals for breeding purposes, 
vaccines, articles for public exhibitions, tallow, minerals, and about 
thirty-five other classes of goods are now admitted free. It is interesting 
to note that under Article 5 of the Amended Customs Tariff Law of 
1920 those articles on which an export bounty is granted by foreign 
countries may be charged an extra customs duty of the same amount 
as the bounty when they are imported jnto Japan. 


Foreign Insurance Companies and Publicity 
There are now thirty-two foreign insurance companies operating in 
Japan, nine of which combine fire with marine business. -These, as 
well as all new companies, must deposit with the Government a sum of 
money equal to 12 per cent of their liability reserve funds in the case 
of both life and accident insurance, and one-half of the premiums received 
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during the year for fire and marine risks. These heavy deposits caused 
several of the foreign life companies, who had been doing business in 
Japan for many years, to cease issuing new policies of this kind. There 
is a form of State Life Insurance for the working classes administered 
by the Post Office, and twenty-four national companies conducting 
burglary, automobile, accident, conscription, engine and boiler, fidelity, 
marine, fire, and life insurance on progressive lines. 

The Imperial railways have combined with the privately-owned lines 
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and steamship companies to establish tourist and publicity bureaux not 
only in the capital, but also in other cities of Japan proper, in Korea, 
Manchuria, and China. From these offices can be obtained free of 
charge not only information of all kinds, tickets, and booklets in several 
languages, but also letters of introduction to officials, and permits to 
visit places of interest. At the head office in Tokyo much information 
is available for foreign merchants and travellers. 

For those foreign firms who have branches or agents in Japan and 
desire to advertise by mail there are special facilities. The Advertisement 
Post, as it is called, provides for the delivery of handbills, circulars, 

_and booklets which it is desired to distribute broadcast in one or more 
postal districts, without special addresses on each packet, to be under- 
taken at an inclusive charge by the postal authorities. Fully addressed 
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mail mater in bulk is accepted from responsible senders on a short ` 
credit basis. 


Proprietary Articles 

All patent medicines sold in Japan require revenue stamps to the 
value of 10 per cent of the sale price, but no special analysis is made 
before these stamps and the accompanying trading licences are issued. 
There is, however, but little opening for the sale of foreign proprietary 
articles, owing to the large number of local preparations on the market. 
In certain parts of Japan it has been the custom for centuries to leave a 
box of medicines with every housewife at the beginning of each year, and 
for the canvasser to call twelve months later and receive payment for 
whatever has been used from the chest. A new supply of medicine is 
then left for the coming year. 

Although this is the case with household remedies there is a possible 
field for high-class toilet requisites and novelties of a simple character. 
They could, however, only be successfully marketed through a Japanese 
sales organisation. 


The English in Japan 
There are seven important English newspapers published in Japan, 
and it is a curious fact that several of them can boast of being established 
many years before the vernacular press came into actual being. In the 
schools under the Education Department there are twenty-three British . 
instructors and an equal number of Americans. English is taught in 
the elementary schools to those children training for a commercial career. 
The number of foreigners resident in or visiting Japan during an 
average year is approximately 30,000, of whom 3,000-4,000 are of British 
and 5,000-6,000 of American nationality. The British Society, founded 
in 1908, has a membership of about 250, and its address is the British 
Embassy, Tokyo. Many foreigners resident in the capital are members 
of the Tokyo Club. Yokohama, Japan’s chief seaport, is now less than 
three weeks’ journey from London by the Canadian Pacific route. It 
should be noted here that, under the new property law, land can -only 
- be owned by foreigners who maintain a household, lodging, or place of 


business in Japan. 
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“It is generally recognised that the nature of the accommodation supplied has a 
strong psychological effect upon the staff of any business house.” 


Why Not Your Own Shipping - 
Department? | 


By A SHIPPER 









Shipping and forwarding costs are a heavy item in the expenses of many firms | 


who have been hard hit by the prevailing depression. Very sensible economies can 
be made in some cases without any loss of efficiency by adopting the recommendations 
given by an experienced shipper in this article. 


se Mix? your own business.” The shipper may be apt to regard 
this exhortation as impertinent, but without any doubt the 
full literal sense of the expression is not completely realised. 

It is frequently argued that the merchant’s time is better spent in 
seeking new business than in attending to what are considered mere 
details relating to business already secured, namely, passing Customs 
papers, preparing consignment notes, engaging freight space and making 
out bills of lading. As a result these tasks are frequently passed on to a 
shipping or forwarding agent. 

Now this, to my mind, is a mistake. Some traders may maintain 
that the agent, through his “ experts ’—customs, freight, and cartage 
“ experts ”—is able to obtain the best competitive terms for these and 
similar services, and thereby reduce shipping and forwarding costs to 
an absolute minimum. . This may be so, though it is debatable whether 
the principal always reaps the benefit of his acuteness. It stands to 
reason that the agent is not in business merely for pleasure. He is out 
to do definite work for a certain remuneration. To the out-of-pocket 
expenses incurred for his principal a certain amount of profit must by 
some means be added. 

. In any case the shipper in order reliably to check the agent’s accounts 
must acquire a fair knowledge of shipping and forwarding procedure. 
Whilst doing this, surely in the interests of “ anti-waste,” it would be 
worth the trader’s while to form his own Shipping Department, and 
thus secure personal and direct control over this important section of - 
his business, assuring to himself the benefit of any resultant saving. 

Where a manufacturer has to use ports at a great distance from 
his own location the question is admittedly more complicated, but there 
are still many traders to whom my argument should appeal with full 
force. 


Creating the Shipping Department 
“ How am I to install a Shipping Department” ? the trader will ask. 
The first step naturally is to seek a manager for the department. 
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Much careful thought should be given to this initial matter. Upon the 
capability and resource of the manager will depend the success and 
well-being of the section. One may retort that this is only logical. So 
it is; but in business the deserved attention is not always given to 
logic. Too much consideration cannot be given to this first essential 


Securing a Manager 

What avenues of the business world are to be explored in order to 
discover an “expert” ? In the past the trader has probably placed 
the whole of his shipping and forwarding work in the hands of an agent 
or agents. During the course of business he is almost bound to have 
come into touch with several of the agent’s clerks who attend to his 
transactions. Possibly he has also learnt something of the business . 
capabilities of such men. Should this be so, tactful negotiations would 
more than likely produce the necessary “expert” to manage the 
department. 

Failing this most desirable method, inquiries at the local Chamber 
of Commerce would, without doubt, put the merchant into touch with 
quite a large number of suitable applicants. It should not be a. very 
difficult matter to discover the right man from this source. 

Should neither of these courses appeal to the merchant there is 
always the public press to fall back upon. Many an energetic, capable, 
and far-seeing man has been secured by open advertisement. 

Over much reliance should not be placed on testimonials and certifi- 
cates produced by would-be managers; look for proof of. actual 
experience gained. 


Size of Department 

Having found the manager, thoughts should next be concentrated 
upon the remaining personnel for the department. Decision as to size 
would, of course, be governed entirely by the volume of business to be 
undertaken. At the start, one assistant would probably suffice and he 
should be a man selected from your existing staff. He should possess 

„an intimate knowledge of the business and the firm’s methods; next, 
though by no means less important, of the requirements of the firm’s 
clients. 

The reason for giving this advice is readily apparent. It stands 
to reason that your new manager, however capable he may be, cannot 
be expected immediately to grasp the requirements of your business 
outside his own special duties. It will be necessary to dovetail the 
experience of the specialist in transport with the special knowledge of 
your own customers accumulated over a period of years. 

This will be achieved by the manager with his expert knowledge 
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working in conjunction and perfect harmony with an assistant who has 
the firm’s methods and the business at his “ fingers’ ends.” Such a 
combination should be irresistible. 


Situation of Depattment 

Having secured the manager and arranged for an assistant, they 
must be allotted space in the office. If possible, they should be accom- 
modated apart from, but within easy access of, the general staff. Some 
amount of privacy is desirable, as the intricate work of the department, 
involving the closest attention to detail, could not be carried out to the 
best advantage surrounded by the noise and bustle of the general office. 

Apart from this, it is generally recognised that the nature of the 
accommodation supplied has a strong pyschological effect upon the 
staff of any business house. Give the manager a desk to himself with 
a ‘phone extension and he will automatically realise that he occupies 
a responsible position and broaden out accordingly. Place him at a high 
desk that makes him feel not much above the status of an office boy 
and he may become as time-serving and irresponsible. 


| Make the Department’s Existence Known 


Having arranged matters from within, attention should be turned 
to requirements from without. . 

Do not be afraid to advertise the fact that you are starting your 
own Shipping Department. Acquaint the dock authorities, railway 
companies, cartage contractors, etc., with whom you expect to do 
business of the existence of the department. This can best be done 
by means of a neat circular letter. 

Next, your manager should ask the various bodies concerned with 
transport to furnish copies of their publicity literature, and details of 
their dues and charges. Your applications will probably be followed 
up by personal calls. In tactful conversation with the representatives 
of these bodies, much useful and interesting data is bound to be disclosed. 
All this should be carefully noted for future reference ; even though it 
contain a lot of “ boost ” you will rapidly learn to sift the wheat from 
the chaff. , 


Useful Reference Books 


To get the best out of the department you will need to provide them 
with the nucleus of a commercial reference library. A copy of the 
General Railway Classtfication—a book describing the various classes 
under which goods fall for rate purposes—should be procured. This 
will be of great value when asking railway companies to quote rates. 

The official Import and Export List should be secured. This describes, 
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how goods must be entered on the customs forms and says which 
goods are subject to duty in this country. A guide to the customs tariffs 
of the world and a good book on consular requirements should be added. 
The question of consular requirements is a very vexed one and will give 
rise to a deal of trouble and expense unless thoroughly studied. Ham's 
Customs Year Book and Guide and Turnbull's Port and Dock Charges 
should also be given a place in the library. 

Arrangements should be effected for the supply of a reputable 
shipping guide giving particulars of departures to various places from 
the principal out-ports, a list of the loading brokers, berths and closing 
dates. Many lines will supply these details periodically, but it may 
happen that when a special list is required: it will not be forthcoming 
and unnecessary delay will be caused. 


Stationery Necessary 

A supply of the requisite official customs forms of all descriptions 
should be procured from a commercial stationer, together with a stock 
of bills of lading used by the shipping lines to be favoured. 

Application should be made to the railway companies with whom 
you expect to do business for consignment notes, both owner’s risk and 
company’s risk. These will be supplied gratis. 

A stock of shipping notes, forwarding instruction forms, consular 
invoice forms, delivery order and transfer order forms should be acquired, 
and suitable labels for use when dispatching goods by rail or other means 
of transport will be needed. According to the scope of the business you 
will decide whether to have such forms specially printed and headed 
with your own name and address. 


Insurance 

You will naturally wish to insure your shipments. This can be 
effected in either of two ways: (1) through Lloyd’s; (2) through an 
ordinary marine insurance company. 

Insurance with Lloyd’s must be arranged through a recognised broker ; 
because it cannot be effected with the underwriters direct. If, however, 
you desire to place the risk with an ordinary marine insurance company, 
direct arrangements can be made. 

The bulk of marine insurance is effected with Lloyd’s and the brokers 
will supply the necessary instruction forms. 

One of the earliest activities of the new Shipping Depari should 
be to obtain competitive quotations and make some regular arrangement 
based on rates, security, and facilities offered. 

. It is not within my province to describe how and against which 
risks you should insure. Circumstances will decide and your expert 
will know exactly what to do. 
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The call for economy and greater simplicity in office methods lenda point to these 
useful suggestions, culled from the writer’s experience of Army administrative routine. 


What Commerce Might Learn 
from Army Methods 


By J. A. DuNNAGE 


ESPITE its eventual achievements when supported by the whole 
weight of national and civic energy, military organisation in detail 
and in general effect has come in for severe criticism from certain quarters. 
Many temporary soldiers chafed under unusual restrictions, and shud- 
dered to think of the results of the application of army methods to their 
business. I shared and expressed this fear, saying hard things of the 
military machine when in its power. Distance may have lent enchant- 
ment ; anyhow, observation during and after three years’ freedom from 
uniform has induced a broader-minded attitude. While admitting the 
justice of much of the condemnation of army routine, there is something 
to be said in its defence, and with an altruistic zeal for minority views 
(and by way of penance for hard things previously said) I want to point 
out some practical details of military staff procedure which could with 
advantage be adapted to the needs of many commercial houses. 


Keep Your Desk Clear 

Headquarter offices in the field were usually very simply furnished, 
yet it is generally admitted that British staff work did really attain a 
high standard of efficiency. When ‘Setting up accommodation for an 
executive officer the chief requirements were a chair, a collapsible table, 
and two plain wooden trays, labelled respectively “In” and “ Out.” 
Sometimes a “ Waiting” tray would be added, but usually “In” 
and “ Out” trays sufficed, all files and records being kept in the clerks’ 
room. 

Papers for the officer’s attention were of course placed in the “In” 
tray, to be transferred when signed or dealt with to the “ Out” tray, 
to await removal by the sergeant-major for copying, dispatch, or filing. 

In some business circles the policy of the “clear desk ” is already 
appreciated, but on the whole much missionary work remains to be done 
to convince the commercial man that a clear desk and a clear brain 
usually go together. Whether by accident or design, the desks of most 
army officers in the field might well form a pattern. 


Graphical Methods 
The use of graphical methods is another field in which the army staff 
might well be emulated. Business men are realising very slowly the 
immense possibilities of graphs for indicating at a glance in striking 
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fashion all manner of interesting and vital statistics. A graph of cost 
of production and its effect on ultimate selling price is more telling than 
columns of figures. The basic principles are quickly acquired and their 
application gives-an added pleasure to business. 


A Daily Bulletin 


In certain irresponsible quarters army and general routine orders 
issued under the authority of the Commander-in-Chief came in for a 
certain amount of ridicule during the war, but even here may be found 
the germ of an idea! House organs, judiciously run, are a proven asset 
to any business, but they may be too great a responsibility to be under- 
taken by modest firms. In such a case a daily or weekly sheet conveying 
instructions and information to the staff, prepared somewhat on the 
lines of army orders, might be made extremely helpful, and if tactfully 
edited would most certainly quicken the esprit de . . . bureau. 


A Word of Encouragement 


Another argument arises from the point just mentioned. When 
a unit had particularly distinguished itself in action it was customary 
for a message to be dispatched from the Commander-in-Chief expressing 
appreciation of the gallant conduct. This telegram, being reproduced 
in daily orders and sometimes even reaching the home press, achieved 
its object in encouraging the men of the unit concerned and stimulating 
emulation in others. The moral is obvious. How often in business one 
forgets the value of a kind word, which costs nothing! The spur of 
hunger is being rapidly discredited as an incentive to work: men of 
character respond far more nobly to encouragement than to any amount 
of threats or bullying. They value a good word from the chief far 
beyond its intrinsic worth. Give the system a judicious trial. 


Welfare Work 


So far as difficult circumstances would permit, every care was taken 
of our fighting men. By frequent reliefs, withdrawal to training areas, 
leave where possible, canteens, concert parties, and organised recreation, 
all possible measures were taken to alleviate the discomforts and render 
more endurable the hard lot of the troops. 

Some progress has been made in the application of welfare principles 
to: industrial life—several noteworthy pioneers have shown the way— 
but in very many cases the clerical worker has been left in the cold. 
The amenities of office life deserve more careful thought than at some 
hands they receive. Even the much ridiculed afternoon tea has a distinct 
value. No machine gives satisfactory service without lubrication, and 
reasonable time given to refreshment should not be accounted a waste. 
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“The real defect in the ‘ pool’ system is absence of control, for the pieces are accessible 
| to anyone and losses are frequent.” 





The Store Organisation 


By W. J. Hiscox 
Variety of its Activities 


This article, by an industrial engineer of wide experience, gives a full account 


of the functions and methods of every department of the store organisation for a 
large engineering factory. 





T store organisation in the large engineering factory is a very 
far-reaching affair, being really an amalgamation of a number of 
departments or sections, each of which is definitely identified with a 
specific duty. The principal storage departments may be said to be 
the following: (1) raw material store; (2) receiving store; (3) general 
store; (4) commercial store; (5) assembly store; (6) finished com- 
ponent store; (7) tool store; (8) blue print store; (9) dispatch 
department. 

It is not often that the whole of these departments come under the 
authority of the individual known as the store controller, although the 
mode of procedure differs somewhat in the various factories. To simplify 
matters, therefore, it is proposed first to deal briefly with those depart- 
ments which may definitely be declared to be outside the authority 
of the store controller; then to deal with the departments which may 
(or may not) be under his control, and afterwards to devote a little 
attention to the departments which may definitely be declared to belong 
to the store proper. 


Store Issues on Loan 


In the first category would appear (7) the tool store and (8) the blue 
print store, which in some factories are banded together, and come 
under the control of the tool-room superintendent. In the case of the 
first named, it is fairly obvious that, dealing as it does with parts almost 
exclusively appertaining to the tool department, the store controller 
can exercise very little authority here. True, it is a storage, but it is 
also a distributing centre, differing in this respect from the general store 
(which may also be termed a distributing centre) by the fact that what 
it issues must be returned, or, in other words, it only issues on loan. 

For the factory which prides itself upon the efficiency of its organisa- 
tion, it may appear strange that the tool-room superintendent dabbles 
in anything savouring of administration, as the keeping of stocks (even 
of tools) and the ordering of small tools from outside suppliers implies. 
It may be urged that his business is to ‘provide the shops with the 
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necessary tools, and this is most certainly correct. Yet, in order to do 
this intelligently, he must have access to records, and the records of the 
tool store afford really excellent data, which assists the tool-room 
superintendent in his deliberations. 

He is the man who can most readily determine whether it is more 
economical to make a certain tool in the factory, or to purchase it 
outside, and even if the store controller were in authority over the tool 
store, he would have to be guided by the opinion of the tool-room 
superintendent, this making for duplication of records. If a capable 
man is placed in charge of the tool store (under the control of the tool- 
room superintendent) there is not likely to be a deal of complaint in 
regard to the amount of time spent upon administrative work by the 
tool-room superintendent. 

The case of the blue print store is somewhat different, its association 
with the tool store being due to the fact that the method of distribution 
is similar, and that it is too small and insignificant to be classified as a 
separate department. Strictly speaking, it should come under the control 
of the drawing office, but as it is very rare that the drawing office exercises 
any departmental authority in the shops, it is evident that the blue print 
store must be under shop control. The tool storekeeper, therefore, has 
a section in his store set apart for the storage of blue prints, and, if the 
volume of work is sufficient, he deputes an assistant to look after this 
branch of his department’s activities. 

It is proposed now to deal with those departments which may (or 
may not) be under the authority of the store controller, the general 
system in vogue in the factory being the determining factor. Here may 
be mentioned: (5) assembly storé; (6) finished component store ; 
and (7) dispatch department. i 


The Unfinished Parts Store l 


The assembly store is in some factories known as the “ unfinished 
parts store,” and is in reality a storage place (temporarily) for work in 
progress. As such the store is more closely associated with the progress 
department than with the store controller, but as in most factories the 
progress man does no actual handling (unless the departmental progress 
system, as described in a previous article is in being) the unfinished 
parts store is controlled by the department foreman, or forms part of 
the general store. There is also, in this connection, what is known as 
the “ pool” method, and it will perhaps be well to describe briefly each 
of the systems known to the writer. 

In the small factory, the assembly store is part of the general store, 
and therefore under the authority of the store controller. It is a separate 
and distinct section, and the actual handling is done by a store assistant 
who is definitely identified with this particular work. This individual 
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receives the work from the inspection department after every operation 
except the last, when the parts are sent to the finished component store. 
The unfinished parts aré held until an order is received for their release, 
when they are handed out for further operations. The following example 
may make this procedure more clear. An order is issued for the turning 
of 500 pieces to a certain drawing, the material for which is drawn from 
the raw material store. When this operation has been completed, the 
pieces (together with the order) are sent into the inspection department, 
and the inspector, knowing from the drawing that further operations 
are necessary, passes the pieces into the unfinished parts store, where 
they are held until the order is received for the next operation. (e.g. 
milling). 

This method is carried out whilst further operations are necessary, 
and so it may happen that the same parts are received into the 
unfinished parts store many times, for assuming that the 500 pieces 
referred to must undergo turning, milling, shaping and drilling, they 
would pass into this store after each of the first three operations. When 
received into the inspection department after the drilling operation, 
however, the inspector would stamp the order “ final operation,” and 
the pieces would then go into the finished component store. 


The “Pool” System: Its Defect 


This system is on somewhat different lines, for here the parts do not 
enter the store until all operations are completed. At the completion 
of each operation the pieces pass into the inspection department, and 
are sent, from thence to the “ pool” in the section responsible for the 
next operation. The “ pool” is merely a section of the shop floor set 
apart for temporary storage of work in progress, there being one in 
each department, the head of that department being responsible for the 
pieces stored in his “ pool.” Thus, with the 500 pieces already referred 
to, they would, after turning, be sent to the inspection department, 
and from thence, under this system, be forwarded to the “ pool ” in the 
milling department, being held there until put into process for milling. 

It is claimed that the “ pool” system is more effective than the 
unfinished: store method, on the score of time saving, it being argued 
that, being constantly in full view of the foreman, the pieces are put 
into operation more promptly than if they were in the store, out of sight. 
This may have been correct years ago, when the foreman was expected 
to take the initiative, but it does not hold good to-day, when work must 
be put into operation in its correct sequence, and the fact that it is hidden 
from view is of no account. The real defect in the “ pool” system is 
absence of control, for the pieces are accessible to anyone, and losses 
(due to the operators taking pieces surreptitiously to replace scrap) are 
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frequent. In the small factory, therefore, the unfinished parts store 
method is undoubtedly the most efficient. 

In the large factory, comprising a number of self-contained depart- 
ments, each of these departments has its own unfinished parts store, 
this being conducted in precisely the same manner as is this store in 
the smaller factory. Here, however, it is either controlled by the depart- 
ment foreman, or forms part of the department progress organisation, 
the latter proposition being the best. The progress man, having access 
to this store, is enabled to determine the sequence in which the parts 
shall be handled, whilst he can also see the amount of work available 
for any one section at any time. The store controller cannot, in any 
case, exercise authority here. 

But whilst in many factories the assembly store is really the 
unfinished parts store, in others it is entirely different, and is used for 
the purpose of assembling together the component parts which comprise 
the unit. Here the finished components are drawn from the component 
store, and put into lockers pending a call from the fitting or assembling 
shop. In the small factory, again, it is part of the general store, the 
components being merely drawn from one side of the store to the other 
to ensure swift handling. In the large factory it is again a department 
matter, standard finished components being drawn from the component 
store, and special components being received direct from the shops when 
the final operation is completed. 

The idea of assembling is extremely practical, and is really essential 
in the interests of rapid production. In the component store the method 
is for similar articles to be kept together in one locker (e.g. bearings to 
drawing No. 5856 in one locker ; dust caps to drawing No. 6162 in one 
locker, and so on), but in the assembly store all the various parts used 
for the erecting of a given unit are assembled together, so that, immedi- 
ately a call is made, the goods are available. The idea will be dealt 
with in detail later. 


The Finished Component Store 


The finished component store is the storage place for definite parts, 
and more often than not forms part of the general store, so far as standard 
parts are concerned. In the medium size factory, engaged in one specific 
manufacture, such as automobiles, the finished component store is a 
definite department, taking the place of the general store, whilst in the 
large factory the standard parts are stored under the authority of the 
store controller, and the special parts in the various departmental stores. 


Assembled Units Section 


Associated with the finished component store is what may be termed 
the assembled units section, this being a storage place for assembled 
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units required in,connection with final erecting. Using the motor-car 
factory for the purposes of illustration, it will be observed that the 
engine, gear boxes, front and rear axles, steering gears, etc., are each 
made ready before being erected upon the chassis. Thus, at the 
appointed time, the assembled axles are drawn from store, then the 
assembled gear box, and the assembled engine, this method obviating 
the necessity: for any sub-assembling in the erecting shop. 


Dispatch Department 


The dispatch department is the last one about which the question 
arises regarding the advisability of placing under the store controller. 
In some concerns it is a separate department, known as the dispatch and 
shipping department, and having the packing shop under its control. 
This, however, is advisable only in the large factory, where the volume 
of work warrants the appointment of a highly-placed official at the head 
of dispatch. In the smaller factory, an intelligent shipping or dispatch 
clerk, under the authority of the store controller, is quite competent to 
manage this department, and in so doing can also assume control over ` 


the packing shop. 


Stores Directly Under the Controller 


We may now turn to the store department proper, which may be 
said to comprise: (1) the raw material store; (2) the receiving store ; 
(3) general store; and (4) commercial store, the first-named next 
coming under review. 

The scope of the raw material store is clearly defined, its duties 
consisting of the storage and the issuing of raw materials. These may be 
divided into two classes—material held in bulk for the manufacture of 
numerous parts (this comprising iron, steel, brass and copper bar, tubes, 
sheet metal, boiler plate, etc.) and definite manufactured material, the 
identity of which does not change in subsequent processes (this com- 
prising iron, steel and other metal castings, forgings, stampings, etc.). 
In regard to this latter class, it may be observed that only standard 
parts are stored here, castings, forgings, etc., made to special customers’ 
orders being passed directly to the store in the department responsible 
for the machining processes. 

Bar material is bought to size, and may be used for the manufacture 
of a number of different parts. For example, }in. diameter round 
bright steel may be used for the making of guide pins, but it may be 
used also for the making of tommy bars, bolts, adjusting pins, or any- 
thing else for which this size of steel is suitable. In regard to the casting 
or the forging, however, the position is different, for if the casting is for 
a crank-case, or the forging for a pawl lever, then so it must remain, 
and it cannot be made suitable for anything else. Thus bar material, 
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whilst in the store, is not directly identified with any specific piece of 
manufacture, although the range for which a certain size is suitable is, 
of course, well known. 

The raw material store therefore receives the bar material, the 
castings, forgings, etc., and holds these for issue upon demand. .The 
demand may be automatic, being dependent upon the issue of specifica- 
tion sheets, or it may be spasmodic, dependent upon a foreman’s 
requisition. The record card shows the state of stock, giving particulars 
of all receipts and issues, and the ordering is upon the maximum and 
minimum basis. The stock of the definite articles (castings, forgings, 
etc.) is shown in numbers, and that of the indefinite material (bar, tube, 
sheet metal, etc.) in weight or measurement. 

The receiving store (which should, perhaps, have been dealt with 
prior to the foregoing) is the place for receiving all goods, whether these 
are for the store or for any manufacturing department. . Thus all 
materials received from outside sources, bar, tube, sheet metal, castings, 
forgings, or any other raw materials, finished parts, assemblies from sub- 
contractors, samples, and the like, are in the first instance placed in the- 
receiving store. In the same manner also castings, forgings and the like, 
produced in the factory, enter the receiving store before proceeding to 
their destination. 


A Central Clearing Station 

This department may be termed the central clearing station, for it 
is in reality a distributing centre. From an actual storage standpoint, 
it is of little importance, for the storage is but temporary, and only long 
enough to allow for inspection and the clearing of records. Every 
article received should be inspected before being allowed to leave, for 
this ensures that no defective material is passed either into store or into 
process. Also it ensures all troubles being located without delay, and 
defective material returned to the suppliers within the prescribed period. 

The department is furnished with advice notes, so that it may know 
what material to expect, and it should also be furnished with instructions 
regarding the destination of the material when it is received. There 
should be no confusion, and no material should lie in the receiving store 
after inspection owing to its destination being unknown. The man in 
charge should be conversant with railway charges and procedure, and 
should, when constantly receiving goods from a specific source, be quite 
conversant with the methods of the firm regarding dispatch, packing, 
returns, etc. He should be in charge of a staff of men used to expeditious 
unpacking, and well acquainted with the class of goods received. 

No material should leave the receiving store unaccompanied by a 
delivery note, this to be duly signed by a responsible official before the 
material is surrendered. This is most important, as the receiving clerk 
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must be able to prove delivery when challenged. It may happen that, 
despite every precaution, materjal is wrongly directed, and in such cases 
documentary evidence is necessary to discover its whereabouts. A 
daily list of all goods received is sent to the store controller, with a carbon 
copy to the progress department. This is accepted by the firm as the 
official receipt of the goods, and the invoice checked accordingly. The 
copy sent to the progress department gives the progress man first-hand 
knowledge of the receipt of goods in which he is interested, and enables 
him to get these into operation without delay. 


The General Store 


The general store is of necessity the- central storage place of the 
factory, and the efficiency or otherwise of this department has a remark- 
able effect upon the efficiency of the productive departments. Whilst 
in the large factory, for the purposes of convenience, sub-stores are 
established in the various departments, these are dependent upon the 
general stores, both in regard to organisation and for the obtaining of 
supplies. The general store is concerned with standard parts, special 
details being handled by the departments concerned ; but the detail 
it is called upon to handle is amazing in its diversity, and the organisation 
necessary to ensure efficiency must be of the very highest order. 

As previously explained, the general methods of the various factories 
are so diverse that the functions of the general store differ considerably. 
In one factory the general store is practically non-existent, the duties 
being delegated to the raw material store and the finished component 
store. This idea is, however, practically confined to the medium-sized 
factory engaged upon one specific line of manufacture, and is therefore 
not usual, In the small factory.the general store embraces all—the 
raw material, assembly, and finished component stores all being but 
sections in the one building. 

It is in the large factory, however, that the general store reaches the 
high-water mark, and its importance is recognised. Here the work 
(both manual and clerical) is properly sectionised, and one does not 
need to actually visit the stock sections to discover particulars regarding 
the stock. These may be obtained from the card records which, by 
reason of close association with the actual stocks, are marvellously 
accurate, and the fact that the clerk is concerned only with the details 
of one specific section, enables him to know as much about the stock 
as does the man actually handling the parts. 

Organisation has advanced to such an extent that anticipation is 
becoming quite easy. In the old days, when the department foreman 
(or his clerk) had to compile his requirements from the drawing and 
then forward these (upon a requisition form) to the stores, it was almost 
impossible for the latter department to anticipate and, consequently, 
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when the requisition was presented, it frequently happened that a 
number of the items were “out of stock,” and, what was worse, were not . 
even ordered. But nowadays, with the specification sheet in evidence, 
the stock clerk posts his commitments before the stock is withdrawn, 
and so impending shortages are quickly noticed, and the matter referred 
to the purchasing department. 


The Commerical Store 

The commercial store is usually associated with the sales department, 
and is more in evidence when “returns” of manufactured parts are a 
feature. Some firms make a speciality of sending godds out on approval, 
and a certain percentage of these are subsequently returned. This is 
the case also when goods are supplied on the hire system, or when they 
are loaned pending the supply of the permanent article. Goods returned 
for repair also fall within this category, these being accepted in the first 
instance by the receiving store, and passed on to the commercial store. 

The organisation here is somewhat dissimilar to that operating in 
the general store, for it must be remembered that a large amount of the 
stuff received is the property of the customer, and special records are 
therefore necessary. Here also some of the goods may find but a 
temporary resting place, whilst others are held for a considerable period. 
Some are sent to the shops for repair—others are merely inspected and 
passed for re-sale. It may be that the warehousing of finished products 
is handled by the commercial store, and if this is the case, then the 
dispatch department should come under the same control. 

Enough has been said to show the diversity of the store activities, 
and it is impossible to be more explicit without describing in detail 
stores schemes at present in operation in different factories. A scheme 
of store organisation suitable for a specific factory, giving the general 
lay-out and forms used in connection with the daily routine, will be 
described in a subsequent article. 
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the economic ee 


The Value of Economics in Commerce 
By O` R. Stim, FSS., F.R.GS. 


F the many changes that have been wrought on the public mind 
either as a direct result of, or clearly traceable to, the war, not the 
least remarkable is the man in the street’s interest in and grasp of the 
practical side of economics. The reason is not far to seek. Laws that 
operate smoothly and with a latent force that is not directly apparent 
serve the unthinking multitude with a faithfulness that goes unrecognised, 
and appreciation is given to the results spun off by the intricate machinery, 
while the mechanism itself and what is owed to it is forgotten. 


A Reaction to the Primitive 

Something began to go wrong with that delicate mechanism which 
may be said to have arrived at a fine state of balance and compensation 
about 1914. Despite the beginning of the greatest war in history, it 
continued to work with a reliability of service that even a world-upheaval 
could not neutralise. And to look back calmly and to analyse the 
economic state of the world during the war and to compare it with the 
economic state existing three years after, is to arrive at the conclusion 
that.the world was, as a whole, better off in the former condition—in 
a purely economic sense, of course. War, indeed, may have been a 
reaction to the primitive, despite its scientific guise; but that great 
trading and industrial reaction that followed on its heels, was it not 
equally primitive in the subjugation of economic laws to the individual 
desire for gain, which placed commodities on a price-pinnacle so speedily 
soaring out of reach of the consumer ? 


The Great Illusion ! 

It seemed as if not only individuals, but corporate bodies and the 
governments of nations, had all decided that wealth was a. process of 
manufacture—not of commodities so much as of prices and paper. That 
a balance had to be struck in the near future in accordance with the 
laws of economy did-not appear to enter into calculations, and the chaos 
which has resulted has in a few years brought home to each of us, in 
our struggle to complete the economic circle of our daily existence, the | 
expediency of the economic law. 


Newspapers Teaching Economics 
It is rare to pick up even the intimate type of newspaper that caters 
for the more obvious interests of the public, without finding some 
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reference to, and giving some explanation of, such subjects as supply 
and demand, foreign exchange values, and other particulars of the science 
of economics, which, now that the mischief is done, are seen to exercise 
such powerful influences on our existence. Newspapers do not, as a 
rule, originate and guide public thought. The modern tendency of 
their journalism is to find out what people are talking about and which 
therefore is of public interest, and then to expatiate on that particular 
live subject with the certainty of getting readers. In this respect the 
papers have served the purpose of excellent educating media, and a 
very considerable spreading of interest and of actual knowledge has 
resulted. 


A Peep into the Past 


I recently turned up an article in the Economic Journal, written by 
Mr. L. L. Price, and entitled “ Economics and Commercial Education ”’ ; 
the date of publication being 1901. The writer deals interestingly with 
the lapse from greatness of the science of economy towards the end of 
the nineteenth century. He says, passing from the enthusiasm of the 
acceptance of Mr. Ricardo’s deductions: “ Half a century passed, 
bringing unsparing criticism of received opinion by professional economists 
and no less remarkable a change in the attitude of the lay public. As 
a consequence it can hardly be denied that the place of Economics in 
popular, and even in cultured, esteem at the close of the century had 
become less considerable. Its unhesitating pronouncements had been 
called in question by its own expositors.” 

This brief criticism rather tends to show that the business man 
generally was expediently concerned, after the period of the Napoleonic 
wars, in adjusting his conduct to the working of the economic laws 
and then proceeded during the latter half of the century to forget every- 
thing except the fortunate results accruing from his excellent spade-work 
in the earlier half. The points of difference between currencies had 
become so narrowed by arbitrage and the telegraph that the merchant 
might have been dealing in one currency instead of in a dozen for all 
the difference that prejudiced his profits. The smooth working of the 
mechanism had become so excellent and the profitability attaching to 
morality so universally recognised, that international business in the 
absence of inflation had become relatively automatic. í 


Value of Statistics in Economic Study 
Economics being largely an abstract science may be regarded as less 
exact than the physical sciences, such as chemistry, for example, the 
causes and effects of which may be definitely proved within the sphere 
comprehended by the five senses. The effects of the economic laws 
„are more difficult to condense into such a condition as shall give concrete 
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representation of the fact. Statistics in no inconsiderable measure is 
supplying this deficiency. Figures that have been sincerely aggregated 
and co-ordinated from motives that are purely statistical, are of 
inestimable value in giving a numerical representation of the effects 
produced by economic causes, and the contrast of figures yields a rapid 
and reliable “ picture ” of conditions infinitely more convincing than a 
host of arguments and deductions therefrom. Statistics not only reveals 
the past and the present, but points the unerring, warning finger into the 
future. Statistics tell us to-day, in relation to our internal and external 
trade, that the seeming prosperity of prices for the year 1921 in com- 
parison with the year 1913, is largely a myth ; for the correcting figures 
of quantities show that our export trade—on which we actually exist— 
has decreased to an alarming extent ; for it is quantities and not prices 
that spell-employment to the people and lead them through employment 
to prosperity. 


Popularity of the Statistics H abit 


This section of applied economics has become largely popularised 
through the exigencies of war. Probably for the first time in history 
the people became, for all practical purposes, individually interested 
in figures; for figures relating to world supplies of the means of 
existence coldly revealed the fact as to the probability, or otherwise, of 
the individual getting enough to eat. What wonder that the talk of the 
man in the street turned so frequently on the coming wheat crop, 
carrying power, and such-like purely statistical items of information. 

The habit of facts and figures so expediently acquired is with us still, 
and an evidence of it is to be seen in the cautious attitude of the investing 
section of the public, which, to judge from recent issue results, shows 
quite an intelligent discrimination between figures that support myths 
and those that support facts—and facts that are relative to existing 
conditions as opposed to facts that belong to history. The investor 
appears to be aware of the “ flotation ” tendency to overlap the past 
into the present, and a concern with wonderful profits made during 
the war and in the boom of 1919-20 on a clearly inflated capitalisation 
appears to meet with no better reception than would a new venture with 
no history and a problematic future. 


The Business Man and Economic Principles 

It does not appear: premature to assume that a large section of the 
public is clearly interested in, and to some extent guided by, the principles 
of economics and that that section naturally is largely made up of the 
modern business man. The day when he was permitted to achieve 
results without reference to causes is certainly past, and it would appear 
that good may spring from relative chaos and distress. When the affairs 
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of the world are straightened out once more, we shall have experienced 
a contemporaneous economic reaction without parallel in history; but 
before that time of compensated motion arrives, we shall have learnt 
many things and possibly have inherited a new honesty within our nation 
as well as without—an honesty that we may be approaching, but which 
cannot, as yet, be reckoned a national possession. Both the vested 
interest of capital and labour still split on that century-old rock—the 
refusal to admit moral responsibility one to another ; with it they would 
be a body corporate; without it they are alienated forces and a 
stumbling-block barring the progress of civilisation. 

The author of the article from which I have already quoted has 
something to say regarding the results that would be achieved by the 
business man from the habit of logical thinking developed by ‘an 
acquaintance with economic theory— 

“Tt has indeed been urged that business men act from instinct rather 
than from reason; and that reflection on the grounds for action may 
paralyse that quick audacity, and hamper that decisive courage, which 
win success in trade. To hesitate may be to fail. To ponder may 
imply the loss of an opportunity destined never to return. Yet business 
instinct is often, if not usually, the slow product of large experience, 
requiring pains and time for its acquisition. To know the right reason 
for action can rarely be superfluous, and there are surely many occasions 
when ability to see the connection between causes and effects must prove 
a help, and not a hindrance, in the search for manufacturing or 
commercial gain.” 


Business Policy for the Present Time 

If this excellent passage had been penned to-day instead of twenty 
years ago, its appositeness would have been infinitely more vivid. The 
present is clearly no occasion for “ quick audacity’’ and “ decisive 
courage.” It is pre-eminently an occasion for discerning the right reason 
for action and calling for the ability to connect cause and effect. Each 
step advanced must be to place the foot of commerce on firm ground, 
and it is clearly no time for any man to yield enthusiasm for popular 
projects. Effects must be foreseen before causes are set in motion. 
Man, under the capitalistic régime, is pledged, inexorably, to support 
and to obey the economic Jaws; and it is well to remember that these 
laws have their operation not only universally as between nations, but 
within the nation and, indeed, within the family. To struggle against 
laws which we ourselves have enacted into our existence brings inevitable 
punishment—punishment such as we are feeling to-day; and the line 
of least resistance is, clearly, to induce compensating movements, that 
shall bring our national conduct into agreement with these laws. We 
know, or we could know, what is wrong, if honesty were our watchword. 
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Is all well with the modern practice of the theory of capital? Does it 
possess certain operations which are inimical to any section of the public ? 
Does it hold, or try to hold, a just balance between what it takes and 
what it gives, and do those responsible for its administration realise 
that not only is their position one of trust in regard to money, but one 
of a certain responsibility to fellow-men, without whose efforts their 
monetary trust would be a dead thing? Is labour so open and so honest 
that beneath the noble structure it supports there exists no fundamental 
weakness—the best effort withheld ; an outlook bounded by the worker 
himself, and his desires, and a too-ready ear lent to the enthusiast depict- 
ing capitalism as an inexorable task-master, instead of its being, as in 
truth it is, his best friend ? 

Can either party to the great controversy in honesty turn aside the 
point of such questions as these? At present each is engaged in finding 
out the more obvious failings of the other, and both discover themselves 
in an uncomfortable cul-de-sac—the same cul-de-sac, because even in 
antagonism they are inter-dependent. Were half the energy expended 
in “ mote-finding” devoted to introspection, what excellent results 
would be obtained ! 

In the establishment of economic relations with the world, the prior 
adjusting of our internal economy (so that the nation may possess, within 
itself, compensating factors that will turn national energy into one vast, 
smooth-running machine) would give us the power to meet and cope 
with any external adverse circumstance. This may be called purely 
Utopian ; and if a measure of honesty be impracticable and outside the 
comprehension of Englishmen, then it certainly is Utopian. I am 
inclined to take a better view of my countrymen ; and arguing from the 
way that the worker has accepted the débâcle in wages and from the 
keen spirit in which the capitalist and the business man are absorbing 
the full meaning of the external economic situation, it is surely no pure 
delusion of belief that sees something better in the prospects of our 
internal economy than that eternal antagonism which serves to illustrate 
the Biblical proverb concerning ‘“‘ A house which is divided against itself.” 
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Language and Trade 


.By ANTHONY OLYNE 


T organisation of official British Representatives abroad, Trade 
Commissioners, and Consular Agents is by no means perfect, but it 
has immensely improved recently as the result of pressure from the 
commercial interests in this country. The trouble now is that merchants 
do not take full advantage of the most important function of this 
organisation, the furnishing of accurate and complete reports as to the 
conditions, the demands, and especially the difficulties of foreign markets. 
Either they do not as a class read these reports, or they pay little heed 
and fail to apply their recommendations. This is especially visible in 
the matter of language. Again and again the reports dwell upon the 
needless obstacles British traders. put in the way of developing their 
export trade by obstinate refusal to use the language of prospective 
buyers, including their systems of currency and measures. 


How British Firms Lose Trade 

A typical report in this respect is that from Mr. J. K. V. Dible, 
Acting British Consul-General at Algiers. Many British firms, he writes, 
which profess themselves to be anxious to increase their export trade 
continue to pay little or no attention to the requirements of the local 
market. Before the war German exporting houses used to quote prices 
in local currency and local language, and to include in their quotations 
the delivery of the goods at the door of the buyer. The Algerian firms 
contrast this with British indifference to their convenience, and it is 
often a fatal handicap in our competition. Mr. Dible quotes actual 
examples of what is happening. Furniture manufacturers send a 
catalogue printed in English, with English sizes, weights and measures, 
and with prices “ free on rail” at an inland town in Great Britain and 
“ subject to variation.” ‘‘ This,” is his short and sufficient comment, 
“is waste of time and money.” Coffee merchants offer their produce 
in sterling and English weights, and therefore inevitably fail in competi- 
tion with French firms quoting in French weights and currency. 
Manufacturers of stationers’ sundries and toys send a catalogue printed 
in English, with English weights and measures and prices, quite 
unintelligible to French buyers. z 


Wasted Advertising 

This absurd indifference to the language of customers must be altered 
jf we are to recapture the trade lost during the war, not to speak of 
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gaining the increased trade essential to prosperity. British goods, 
whatever qualities they possess in themselves and however suited to 
the markets, will not sell themselves. A few big exporting houses do 
not neglect this important factor of language. They issue catalogues 
translated by an expert, not full of ridiculous errors, with all prices 
and weights and measures given in the foreign system. They have 
travellers trained in the language of the country they visit, and familiar 
too with the tastes and prejudices and minor customs of the inhabitants. 
Very often, of course, the predilections and habits of business of foreign 
customers seem foolish, but that has nothing to do with the matter. It 
is not our task to reform their business methods, but to sell our goods. 
We may say, unfortunately, that as a general rule British merchants 
simply will not take trouble in this respect. It is due to lack of imagina- 
tion. No man can be a seller unless he is also imaginatively a buyer, 
unless he can by imagination place himself in the position of the buyer 
with the buyer’s knowledge and ignorance, experience and habits, thus 
learning how to appeal to that knowledge and experience, enlighten 
that ignorance, and take advantage of those habits. Great quantities 
of commercial printed matter pass through the Post Office continually 
by which money is simply being poured away with only the remotest 
possibility of a return. A typical British merchant is generally himself 
ignorant of the language of the country where he wants to find a market, 
where he knows a market exists, and totally unversed in its currency 
and measures systems. But he expects the foreign merchant to know 
the English language and be conversant with English money and 
measures! He seems to think that foreign buyers must pay for the 
privilege of dealing with him by learning his language ! 


Our Competitors’ Methods 


The Germans did not make this mistake, and it was largely due to 
their scrupulous attention to their customers’ convenience that they 
captured so much trade before the war, often with inferior goods. _ This 
too often disregarded obstacle of language, with reference especially to 
trade with Spanish and Portuguese speaking buyers, was referred to 
recently in the Board of Trade Journal, which remarked that, in the 
majority of cases, correspondence and circulars sent to the Iberian 
Peninsula or the Latin-American countries are straightway consigned 
to the waste-paper basket if they are in English. Consular and Commer- 
cial Diplomatic reports are always warning British exporters of this, 
yet they go merrily on. The Germans are not so foolish. They never 
assume that a foreign customer knows German or will take the trouble 
to get their letters and catalogues translated. They spare no pains to 
make the placing of orders with them as easy as possible. The foreign 
customer is often not merely prevented from doing business with British. 
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exporters through this language difference, but feelings of actual hostility 
are aroused by the absolute indifference to his convenience. The 
Spaniard, who is not seldom proud of his language, will take it as a 
deliberate insult. The German exporter not only renders his catalogue 
and correspondence intelligible, he subtly flatters the national and racial 
feeling of the customer by his careful use of his language and attention 
to his business customs. This is in many cases the final influence which 
pulls the trade to Germany. The Germans are on the spot in Spain and 
South America, not merely as fluent, ingratiating travellers, but as 
agents and retail dealers settled in the countries. They are to be found 
in all the towns and many of the villages, always in friendly relationship 
with their neighbours, terribly earnest in making money, and anxious 
to attend to the smallest detail which will help them. We cannot hope 
to compete unless we treat the foreign customer with similar respect for 
his language. If we do take pains to make the obstacle of language 
-as slight as possible, the advantages we do undoubtedly possess in some 
other respects will gain an increasing portion of the trade. Many an 
exporter would discover it a wise policy to have all his correspondence 
and catalogues capably translated into the appropriate language, with 
money and weights and measures converted, and, if necessary, pay for 
it by some such device as using. slightly less expensive paper. For it is 
a curious thing that many lists sent out are of fine paper, with excellently 
reproduced illustrations, printing perfect, but all completely wasted 
because unintelligible to the prospective buyer. 
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“ We are face to face with the most interesting issue of our time as regards industry. 
In what way can we move forward a step so as to raise thé workers?” 





Industrial Management 


Some Recent Studies and Experiments 
By Jonn Lem, M.A., M.Com.So. 


How shall Labour be given a share in control? Read this striking review of a 
remarkable American book—a work that is of vital interest to management students. 


WEN Lord Grey ended his recent speech by saying that “ Labour 
must be given some voice in management ” everyone agreed. It 
was a suspicious circumstance, for the phrase was very vague. Its very 
vagueness appealed to us all, for we all think that in this direction something 
like true co-operation is to be found, and only by means of true co-opera- 
tion is peace possible. But when we examine the phrase we begin to 
find the difficulties. “Some voice” is not very definite. It means 
clearly enough that whatever the “ voice” may be it is to be restricted 
in its scope. Then we find that the word “voice” is ambiguous. 
Does it mean some articulation in respect of management, some mere 
expression of opinion which may or may not be accepted by those in 
authority ? Does it mean more than this, some “hand” in manage- 
ment, some actual authority to be given to Labour? Lastly, the word 
“ management ” in this connection is ambiguity itself. Does it mean 
a share in the actual control and discipline and purchase of raw product 
and final sale of the finished article? If it means this then it involves 
conferring on Labour some definite share in control, and if Labour is 
always to be in the minority in such control can it be said to have “ some 
share” ? Or, on the other hand, does it mean that “ management ” 
is understood in some vague sense much as government is used in a vague 
sense when it is said that every voter shares in the government? If 
so, there is another management having definite authority over the 
management thus vaguely indicated, just as there is a Government having 
definite authority over the vaguer idea of government in which as voters 
we all share. 


The “Voice in Management”: What does it Mean? 


Yet there can be no doubt that this idea, vague and ambiguous though 
it is at present, is assuming shape in many minds. It is a sentimental 
aspiration and is none the less likely to attract support on that account, 
just as the equally vague idea of “ freedom ” attracted support in the 
Victorian Age. We shall do well, therefore, to see if we can find some 
definite content for the idea. Many experiments have been tried to 
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give the idea some definite form. Various industrial structures have 
been built up having for their object the central intention of providing 
“some voice in management ” for the workers. One was suggested 
for the railways, but it came to nothing. In France there was legislation 
to provide for the inclusion of representatives of the workers on the 
boards of control of Limited Liability Companies, as we call them. It 
cannot be said that this scheme has succeeded. The workers view it 
with suspicion. They say that their representatives carry no weight. 
They point out that again and again the worker’s representatives give 
way when a discussion is afoot which affects their interests. This is true, 
for the very simple reason that when the workers’ representatives on the 
Board of Directors become better acquainted with the facts they see a 
second side of which the workers themselves are unaware. In fact the 
representatives become more truly representatives and not leaders, 
and this very real change in their attitude gives occasion for dissatis- 
faction. Further, it is said that it does not mean control. It is in no 
sense “a voice in management.” It is, as one French critic says, a 
“ hearing ” in management and an assent to management. Personally 
I think this is of real value, but it is not very highly appreciated by the 
workers. M. Gide says that “ it is difficult, more than one would believe, 
to persuade the worker to become a partner in the enterprise in which 
he works,” and he throws especial doubt upon the feasibility of providing 
for it by force, that is, by legislation, on the ground that the sense of 
moral and social responsibility may not be ready for it. 


English and American Experiments 

So far, but few experiments have been made in England in the direc- 
tion of giving “ a voice in management” to the workers, even under the 
mildest definition of that phrase. Whitley Councils and Works Commit- 
tees have dealt rather with internal questions and have not touched 
true management, and there is already some suspicion lest Whitley 
Councils should prove to be a sort of conspiracy on the part of employer 
and employed against the consumer. Generally speaking, co-partnership 
schemes are not at all co-partnership in the sense of control or manage- 
ment, but are merely associations of employers and some of the employed 
for the purpose of sharing dividends. They differ a little from profit- 
sharing as commonly understood in that they do confer some title of 
association in direction upon the co-partner, but they do not pretend 
to give Labour in the bulk any actual power in management. There is 
no example in England, so far as I know, of an actual industrial structure 
providing for a real articulation of opinion in management. It is quite 
true that there are many cases where management takes staff into its 
„confidence through the representatives and where arrangements are 
made to procure a sensitiveness on the part of the management to the 
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opinions of the workers. In fact it is argued by authoritative writers 
that this is as far as we can go at present, and for this view there is much 
to be said. But while it is an intelligent view, and while in sympathetic 
minds it goes farther than we readily suppose, it is dependent upon 
personalities and points of view, and to that extent it is not a co-ordinated 
‘ scheme. We have to turn to the United States if we are to study indus- 
trial structures which have been created to this end. For this reason 
a new book which has just crossed the Atlantic (Industrial Government, 
by J. R. Commons, New York, Macmillan & Co., 3 dollars) is of the utmost 
value. It is a study of the structures of all sorts of industries. It 
shows how experiments have been tried to imitate in individual indus- 
tries the co-ordinated government of the modern civilized State. For, 
after all, to provide a proper structure for industrial government is the 
only way to ensure that each section of those interested in the industry 
has a “ voice in management.” The experiments differed widely in their 
intention. Some were hostile to Trade Unionism. Some recognised Trade 
Unionism. Some were indifferent. Some introduced a new Unionism 
within the industry itself, that particular type known as “ Company 
Unionism,” and to the last-named group Trade Unionism as ordinarily 
understood is most hostile. The long story, in many instances, is a 
record of failure. Scheme after scheme has broken down. Human 
nature was not sufficient for some of the schemes, and others of them were 
not sufficient for human nature. 


John Leitch’s Constitution 

Principal among them is John Leitch’s famous constitution. John 
Leitch is “ an industrial evangelist.” He persuaded various employers 
to try his constitution, which included an imitation of the Constitution 
of the United States—a Cabinet, a Senate, a House of Representatives. 
In respect of the Packard Piano Company, with about 300 employees, 
the House of Representatives included all the workers. It wasa “ Com- 
mittee of the Whole.” Added to this was John Leitch’s ‘‘ Economy 
Dividend.” It is a well-known principle whereby absences and slow and 
wasteful work cut down the amount divisible among the workpeople so 
that it is said that “ Every worker is a scientific manager.” The details 
are a little too complex for full statement here, but the results seem to 
be eminently satisfactory and there was harmony in the factory just as 
there is to be harmony from each piano. “It is the only place we found,” 
say the investigators, “ where pure efficiency outran the increased cost 
of living.” A different story is told of the same system at the Printz- 
Biederman Company, Cleveland, Ohio. There was trouble and the 
constitution had to be revised, for greater powers were claimed for the 
“ house ”?” separate from the management—a very curious development— 
and the Senate was abolished. ‘‘ Throughout the whole process of 
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changes that have been passed in review there has been a progressively 
increasing participation by the employes in the making of policies and 
decisions that vitally concern them. The eStablishment of a wage-rate 
committee marked the triumph of collective bargaining over the earlier 
policy of a collective economy dividend.” Here is another curious 
development. The great John Leitch system has brought the method 
of settliig wages which is commonplace in England | 

The book is packed with other interesting instances to which we can 
only allude. Some have succeeded, and of these a number show signs 
of permanent success. Among these is the remarkable case of the 
Dennisson Manufacturing Company of Framingsham, Mass. It is 
profit-sharing în excelsis and does not confer control upon the profit- 
sharers, but “ the way to participation in control is open to them through 
promotion within the company.” This is a very significant distinction. 
There are instances of the development of “voice in management ” 
through welfare associations, while there is a remarkable study of the 
system adopted by Messrs. Hart, Schaffner & Marx, which is really the 
institution of an impartial judiciary within the industry to judge on all 
points as between the employers and the organised workers. This 
method recognises the trade unions, as does another system adopted by 
a brewery company, which also has established formal arbitration as 
between the company and the workers, and was enabled by that means 
to weather the storm of prohibition, whereby the union became “ The 
United Brewery, Flour, Cereal and Soft Drink Workers of America.” 


Failure of the Old Management 


What general conclusions shall we draw? In the first place it is 
fairly certain that no industrial structure has yet been devised to give 
workers any real share in management. It is all very well to claim some 
success for this or that system and to show that from 10 to 25 per cent 
of American employers—a widely-variant figure—are ‘‘so far ahead of 
the game that trade unions cannot reach them.” This may mean that 
90 per cent are behind, and possibly far behind. Moreover, it is abund- 
antly clear that such successes as have been attained have been made 
possible by special conditions, and favourable conditions, in special 
industries. The systems are viewed with suspicion by workers who are 
on the verge of sound organisation, and the opinion of other writers is 
hardly a matter of importance. Yet it does seem that all these tentative 
gropings for a solution must lead somewhere. There are too many 
indications of a real need to permit us to overlook'them. The old manage- 
ment has failed; every page of this interesting book bears some tribute 
to that plain fact. There are those who come with a clear-cut policy 
of nationalisation or socialisation, and hundreds of thoughtful leaders of 
industry feel that this solution cannot possibly be the only solution, 
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while they also feel that they would like to emphasise the sense of fellow- 
ship and interest and frank dealing, all of which are included in the 
idea of a “ voice in thé management.” It is at this point that we are 
face to face with the most interesting issue of our time as regards industry. 
In what way can we move forward a step so as to raise the workers 
from the level of hewers of wood and drawers of water and make them 
keenly interested in the industry as a whole, ready to contribute from their 
experience and knowledge, since they have rich stores of contribution to 
offer ? It is true, of course, that in certain cases this can be done without 
a system and without organisation, and many an employer is doing it 
to-day, and some employers are doing it successfully who are not always 
conscious that they are doing it at all. But we cannot trust to this. 
We are in search of some industrial structure which will do something 
to ensure this end, for the end is more readily accepted than is generally 
supposed. Mr. John Leitch has done a great work as an “ Industrial 
Evangelist,” but the massive machinery which he introduces is too 
closely designed on political models, and the “ economy dividend,” as we 
have seen, has not proved to be an uniform success. Yet there is much 
to be learned from failures. Some of these failures have been due to 
impatience ; some of them have been due to over-confidence in human 
machinery and to a failure to recognise the profundities of human 
psychology. It may be that there will prove to be many ways of achieving 
the end and that we shall have to be satisfied with a modest aim. In 
any case we are being impelled forward, and the true student will gather 
his data slowly and painstakingly. We have never yet built up an in- 
dustrial structure which will grow and adapt itself to the different needs 
of different ages. This is the real, urgent need. It is of much more 
value to build on a sound foundation and to go ahead firmly and slowly 
than to attempt a perfect and completed industrial structure. At least, 
this seems to be the moral which is to be learned from the various 
experiments which have been made in recent years. 
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How to Deal with Complaints | 


By Ernest RIGBY 


I AM of the opinion that next to “watching the credits ” the duties of 
a complaints clerk rank first in importance in any business house. 
A man must be tactful, even-tempered, taking the greatest care in coming 
to a decision, and be able to weigh clearly and without prejudice the 
merits of each case as it comes before him. However well conducted 
a firm’s business may be, complaints are bound to arise. Consequently 
the replies which are sent should avoid anything that would give the 
customer cause for annoyance. 

Speaking from a many years’ experience in the wholesale, I firmly 
believe that much business is lost owing to the indifferent manner in 
which complaints from the retail are dealt with. 

One of the reasons why complaints do not always get that careful 
and tactful handling which is necessary is that replies are sent down 
by each department concerned and such replies are copied by a typist 
practically as received. 

Now one strong objection against accepting without question the 
remarks sent down by a department assistant replying to (say) a claim 
~ for Short delivery, is that a head of a department is naturally keen 
against making allowances which help to reduce his profits, and passing 
on this idea to his assistants they, in turn, use every effort to avoid 
passing a credit if it can possibly be avoided. 


A Useful Complaints Book 


In dealing with complaints I use a book in which I enter date 
received, name, and address, and mark against each department or 
section interested. Say, for instance, Brown & Co. send in a complaint 
which affects three departments. This is entered as follows— 








dggbebed 
Date. No. NAME. ADDRESS. a $ É E T ki) ki! FA g REMARKS, 
1921. 
Apl. 29 | 253 | Brown & Co. 79 Main St., Birmin, X 
29 | 254 | Thompson, F., Mrs. | 5 Moorside Rd., S 1 








Copies of the letter are made out and sent to the departments con- 
cerned. As each reply is received these are brought direct to the 
counting house to the complaints clerk—the department Butts is struck 

` 1 
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through Butts to show that a reply has been received from Buttons 


x 
department, and other department entries in the complaints book are 
treated in a like manner until the whole of the replies to Brown’s 
complaint have been received. _ 

Before, however, dictating a letter to Brown replying to his complaint, 
the original letter is referred to and the department replies are carefully 
scrutinised to see that each matter has been properly investigated, and 
that nothing is stated that is likely to give offence to this customer. If 
there is anything which the complaints clerk considers not clear, or in 
the event of an evasive or indirect reply, the department assistant who 
wrote out the reply is sent for and questioned on the matter. 

Getting the right assistant presents no difficulty as each assistant 
who writes out a reply through his departmental book must fill in his 
name at the left-hand corner of the reply. 

Sometimes a complaint may be of sufficient importance for the 
complaints clerk to make a personal investigation. 


Duty of the Departmental Head 

I consider it advisable for the buyer, or, in his absence, his principal 
assistant to read all complaints, and if he does not actually write the 
replies himself to see that such replies are made in a proper and 
business-like manner. 

The reason I suggest that all complaints should be supervised by the 
head of each department is that when a complaint is dealt with by an 
assistant it is invariably the case that the assistant deals with it in the 
“ easiest way out ” and, further, making at the same time every effort 
şo that this department will not have to stand any loss. A customer 
may complain that he is a certain line short, and the reply goes forward : 
“ The goods before leaving the department were properly checked and 
were exactly in accordance with the items invoiced. A further check 
is made in the forwarding room, and we feel sure, therefore, that the 
goods were dispatched from here quite in order, and shall be glad if you 
will make a further search.” This in spite of the fact that the customer 
in sending through the complaint pointed out that the goods were 
personally opened and checked off as soon as received and that the check- 
ing was assisted by one of his assistants. The customer knowing quite 
well that the goods were short, and as he had already pointed out the 
parcel did not appear to have been tampered with in any way, naturally 
will feel aggrieved at having his word doubted. Correspondence goes 
on and perhaps eventually credit is passed. The customer, however, 
would have been better pleased had the credit been passed in the first 
instance. 

As previously mentioned, the original order is always retained by 
the complaint clerk and copies only sent to each department, so that 
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at any time the original letter can be easily referred to. On the left-hand 
side of each complaint as entered in the book there appears a number, 
and letters are filed in numerical order. Should a matter not be settled 
in a satisfactory manner in the first instance, and further correspondence 
ensue, the complaints clerk has no difficulty in finding any original, 
all of which are indexed under names. One advantage of complaints 
being dealt with in the manner described is that one can see at a glance 
those departments which receive the largest number of claims. Say, for 
instance, it is noticed that buttons department is receiving a very 
large number of complaints, and which it is considered are altogether 
more than the average for other departments, possibly this may be 
owing to indifference on the part of assistants in this particular depart- 
ment. Or, on the other hand, it may be caused by lack of supervision— 
the buyer is possibly away specialising with the regular traveller. 
Whatever the cause may be, it is certainly a case for strict investigation, 
as such carelessness may be the means of losing trade. 


a} 8 @ 


“ What is Germany Doing ?” 


R. E. SURREY DANE, B.Com., A.C.1.S., who wrote the striking article 
entitled “ Germany’s Trade and Our Markets,” which appeared in our last 
issue, gives further details of his recent personal investigation of German economic 
conditions in an able pamphlet, published at 6d. net by Simpkin, Marshall’s. 
Mr. Dane unravels the German tangle with great ability. He shows in the clearegt 
way how advantage is being taken of the abnormal depreciation of the mark by the 
industrialists to increase their export trade and develop their manufacturing 
resources in a manner which bodes very ill indeed for our commercial future. Mr. 
T. B. Johnston, the well-known West of England manufacturer, at whose behest the 
investigation was undertaken, writes a preface to the pamphlet, and says: “I 
am confident that the competition and “dumping ” of the past will be as child’s 
play compared with what we shall get in the future unless we organize our industries 
on the same lines as Germany has done.” The German methods of organisation 
are fully explained in the pamphlet, which deserves the close attention of every 
British business man. 
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Traders will cut down traffic costs and expedite deliveries by adopting our contributor’s 
system of consigning goods by rail. 








How to Consign Traffic Correctly 


By J. T. Moss 
Assistant Traffic Manager 


Lo sums of money are unnecessarily spent each year in carriage 
charges by firms who are not fully cognisant of the main principles 
underlying the art of consigning traffic by rail. It is my purpose in this 
article to describe a system of consigning goods by rail, which will not 
only cut down the transport costs of anyone who applies the system to 
his or her particular traffic, but will also result in the expediting of 
their deliveries. In the first place.we will consider the problem of the 
official railway consignment note. It is important to know that the 
use of these particular notes is not compulsory, although Section 98 of 
the Railway Clauses Act, 1845, provides that— 

Every person being the owner or having the care of any carriage of goods 
passing or being upon the railway shall, on demand, give to the collector of tolls, 
at the place where he attends for the purpose of receiving goods or of collecting 
tolls for the part of the railway on which such carriage or goods may have 
travelled, or be about to travel, an exact account in writing, signed by him, of the 
number or quantity of goods conveyed by any such carriage, and of the point 
on the railway from which such carriage of goods have set out, or are about to be 
set out, and at what point the same are intended to be unloaded or taken off the 
railway. 

The courts have, however, frequently upheld the fact that a trader 
need not use the consignment notes provided by the railway companies 
if he does not so desire. Thus, many firms on this injunction, provide 
their own books of consignment notes; a facility which proves itself 
to be a great source of convenience to them when checking their monthly 
carriage accounts or where their traffic consists of innumerable small 
consignments. 

The simple procedure to be followed when filling up an ordinary 
railway consignment note is briefly this— 

(1) The full name and address of the consignee should be given clearly 
on the consignment note. 

(2) The exact number of packages together with an accurate 
description of their contents should be stated. ` i 

(3) The weights should be given where possible, as this will invariably 
result -in a more expeditious handling of the traffic. 

(4) State whether the goods are to be carried at owner’s risk or 
company’s risk rates. 

(5) State who is responsible for carriage—the sender, or consignee. 

If the instructions contained in these five items are rigidly adhered 
to, the trader is well on the way towards having his goods transported 
from point to point at the lowest ordinary legal carriage charge. It is 
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at this juncture, however, that the knowledge of those who have been 
specially trained or had practical railway experience comes in. How 
many traders, for instance, are aware of the principles and practice of 
“ bulking ” and “routing ” of goods, etc.? Not many, I imagine, and 
those unfamiliar with these principles should read the following 
paragraphs with care. 


Bulking Facilities 

When more than one consignment is being sent to any one town 
or station they should be handed over to the railway company together, 
and in every case a remark made on each consignment note as follows : 
“ Part Lot to be Charged Together.” This instruction is in accordance 
with Rule 13 of the General Railway Classification of Goods, and under 
it considerable reductions in carriage charges can be effected. It provides 
for the charging together of small consignments of 3 cwt. or under as 
follows— 

(a) When goods charged as one consignment over the railway (charges 
being paid by one trader) involve separate deliveries in portions not 
exceeding 3 cwt., the following additional charges are made— 

(b) In London: 3d. per cwt., minimum 4d. each separate cartage. 

‘ (c) At stations other than London: 2d. per cwt., minimum 3d. each 
separate cartage. 

Goods delivered outside the prescribed boundaries are subject to 
extra cartage charges in addition to the above. ‘Goods packed in boxes 
or cases should always be consigned as cases, and not boxes, otherwise 
higher rates will be charged. ; 

Further economies may also be effected by applying the principle 
given under Rule 14 of the classification. This rule provides for the 
charging of small consignments with large ones, and reads as follows— 


f MIXED CONSIGNMENTS 

(a) Rates recorded for a minimum weight higher than 3.cwt. may be charged 
on the goods to wbich they are applicable in a mixed consignment, providing the 
weight of the whole consignment is up to or exceeds the highest minimum weight 
attached to any of the rates charged, and the whole of the charges are paid by one 
trader. = 
Each description of goods is subject to the scales for small parcels and the 
regulations thereunder. 


ExamrLe.—TABLE 1 





Traffic. Weight. Rate applicable. Charges are made on. 
T. ce q. 
Flour . I — — Class C (min. 2 tons) Actual weight. 
Oilcake . a 10 ~ i i Fs ; : 
Confectionery . 3 -— Class2. i Š Smalls Scale, or if cheaper, 
Paper. . 3 - Qasi. . . two or more descriptions 
Extract of Meat 2 -— Clas5. . : may be combined and 
Hardware 2 - Class3. . á charged at the highest 
rate applicable to any of 
f 2 = - the portions so combined. 
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Table I will serve to give an example. It can be seen from this 
that, goods of various classes may be charged together, if cheaper, and 
that the charges are only made on the actual weights of traffics classified 
in low classes, providing the aggregate weight of the consignments are 
up to, or exceeds the highest minimum weight attached to any of the 
rates charged., Let us now take a concrete example of how to consign 
scientifically. We will assume that a Darwen trader desires to consign 
3 cwt. of paints and colours to Falmouth, and which are chargeable 
at the 2nd class “smalls” rate of 70s. 6d. per ton. He wishes this 
particular consignment to be conveyed at the minimum of expense, plus 
the maximum of efficiency. How, then, can it be done, seeing that he 
has only one consignment to dispatch to Falmouth. Fortunately, he 
finds that he has a 30 cwt. consignment of paint and colours for Bristol, 
so instead of letting his Falmouth traffic go to some local station for 
transfer, he proceeds to consign both lots on one consignment note and 
inserts the remark: “Charge Falmouth Traffic to Bristol, Send on 
Paid and Recharge,” thus securing a lower rate for his goods, combined 
with an increase of efficiency in the delivery. The illustration given 
in Table 2 will, perhaps, demonstrate more clearly my point— 

TABLE 2 
COMPARISON OF CHARGES ON TRAFFIC FROM DARWEN TO FALMOUTH AT THE 
RATE oF 70s. 6p. PER Ton 


Weight. If charged separately Carriage. 
cost would be. £ s d. 
3 cwt. . . Darwen to Falmouth 
(ordinary charge) 13 2 , 
s. d. 
3 cwt. . . Darwen to Bristol . @ Special Rate of © 
59s. 7d. would be 8 11 18 1 
3 cwt. . . Bristol to Falmouth . @ 27s. 4d. per ton. 9 2 
° Showing Saving of 5s. 1d. 


Thus, it will be seen that no inconsiderable saving can be effected 
by those traders who instead of leaving their transport affairs to look 
after themselves take an intelligent interest in the problems of 
transportation. 


ay Senet ry 
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Efficiency in the Office 


Pithy Notes on the Latest System Developments 


By “ Viarans ” 


T folly of rejecting a system solely on account of the monetary 
outlay involved in its installation would seem obvious, yet one of . 
the biggest obstacles to the successful systematising of many offices has 
been the reluctance on the part of executives to sanction expenditure 
in this direction. Comparison is inevitably made between the cost of 
the appliances by which the system is to be expressed—cards, loose-leaf, 
or whatever the medium may be—and the cost of the existing recording 
medium. Even when there is undoubted interest in what the projected 
system will achieve, a pause is apparent on hearing the cost. This is, 
perhaps, inevitable, but the viewpoint is wrong and anachronistic. One 
supposes there was some antagonism on the part of the ancients to 
papyrus when it was first introduced. The old tables of stone had been 
good enough for their forefathers ; the stone was to be had for practically 
nothing from the fields, so conceivably they asked ‘‘ Why use papyrus ? ” 
which had to be paid for. But the expensive papyrus became a 
necessity. If all improvements were to be put aside because they were 
more expensive than the older methods mankind would never progress. 
Houses cost more than caves, but no sane individual would revert to a 
troglodyte existence from motives of economy. All the amenities of 
modern civilisation when expressed in terms of money are more costly 
than those of earlier ages, but one does not count the cost ; they are 
necessities, and why ? 


Why other Firms Forge Ahead 

The answer to that question is simply this. Mankind insensibly 
aims at perfection ; with each succeeding generation the normal standard 
is raised. To employ Coué’s memorable phrase: “ Day by day, in every 
way, we grow better and better.” Office methods which were “ good 
enough ” a decade or two ago will simply not do to-day. The firm 
which does not of its own free will equip itself with the most modern 
appliances in its factory or office will eventually be compelled to do so by 
sheer force of circumstances. More astute firms by availing themselves 
of efficiency methods will forge ahead of them, until the reluctant firm, 
from pure motives of self-preservation, will succumb to the inevitability 
of installing the time and labour-saving devices which stood their 
competitors in such good stead. The mentality of many a business man 
in this respect is very curious. He abhors the principle implied in the 
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old adage about “spoiling the ship for a penn’orth of tar.” In his 
factory he has little or no hesitation at all in putting in new machinery, 
or new attachments to old machinery, with a view to increasing output. 
He will incontinently throw on the scrap heap (or prudently sell it to 
somebody less astute) anything in the way of machinery he considers 
“out-of-date.” Yet in his office he is saving “ penn’orths of tar” 
every minute of the day, and, incidentally, losing pounds in the sea- 
worthiness of the business ship. Without labouring the shipbuilder’s 
analogy too far, one might add that the expenditure of that extra 
“penn’orth of tar” will eventually have some considerable effect on 
marine insurance premiums. And that is the light in which the question 
of installing system should be regarded. 


The Wisest Form of Insurance 

System is a form of insurance. It is an insurance against mistakes, 
against unnecessary labour and waste of time. When one considers 
the facility with which a man will without debating the question take 
out an insurance policy indemnifying him against fires and accidents, 
the chances of which occurring are, one optimistically believes, more 
or less remote, it is beyond comprehension why he should be so 
reluctant to adopt a system indemnifying him against the mistakes and 
dissipation of energy which occur not only occasionally but every minute 
of the day in the badly organised office. Of course, he does not see the 
matter in this light. He only comprehends one fact, and that is that 
his record keeping under his old slipshod methcds costs figuratively a 
matter of shillings, while with system he is asked to make an outlay 
of pounds. If this outlay were dissected, however, it would show that 
in respect of it he acquires so many square inches or feet of recording 
medium (which he must haveinany case). A further percentage represents 
cabinet-ware, loose-leaf covers, or other necessary housing equipment— 
which latter is permanent and a matter of initial expense only. What 
small balance of increased cost remains may, without unnecessary 
optimism, be considered as an insurance premium which, however, differs 
from the ordinary premium in this important respect—it does not merely 
repay the insurer for his foresight when the eventuality in respect of 
which the policy is taken out occurs, but it is a premium the payment 
of which actually prevents the incidence of such an occurrence. In this 
sense expenditure on system is the wisest form of insurance conceivable. 


Visible v. Blind ‘Record Cards 
The foregoing remarks are prompted by a consideration of the 
attitude sometimes adopted towards what is undoubtedly a marked 
advance towards perfection in housing media in connection with flexible 
record keeping. I refer to the new methods (there are several to-day) 
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of filing cards so as to ensure visibility of all the names in the records. 
Few people refuse to admit the undoubted superiority for many purposes 
of a visible index plan over the older “ blind ” mdex, but they hesitate 
to adopt because of the cost of the equipment, which, admittedly, com- 
pared with older methods, is high. The same reluctance to install was 
evinced in the old days when the card system was first put on the market. 
The business man of that day invariably showed symptoms of suffering 
from extreme shock when, after listening more or less impatiently to an 
exposition of how by employing a unit principle of record keeping (cards 
filed on their edge in a box being the medium) he would secure increased 
efficiency, all of which struck him as being decidedly revolutionary, but 
after maturer consideration undeniably true, he was staggered on being 
informed that the cost of the little outfit was going to be, say, thirty 
shillings. Thirty shillings! remember, when the bound book he had 
previously used for the same purpose was to be had from the nearest 
stationer for 7s. 6d., possibly less | 


On Counting the Cost 

But card indices, loose-leaf books, vertical filing of papers, all of 
which are embraced in the generic term “ System,” have long since 
become a habit with the majority of progressive business men. He 
can no more do without them than he can forego his morning paper, 
his “ tubes,” his postal service (such as it is), telegraph and telephone. 
Naturally all these amenities, meaning as they do improved facilities, 
increased efficiency and consequently better business, cost him more. 
Running a business these days calls for a greater outlay of capital than 
it did a hundred years ago, but then we think bigger to-day, and the 
magnitude of modern business compared with that transacted a centuty 
ago is as the mountain to the molehill. And so the cost is not to be 
counted if in return for an increased outlay one is assured of greater 
efficiency with its natural consummation in increased turnover. The 
general principle of a visible index fulfils a need that has been felt in 
respect of certain records ever since some forty years ago a unit principle 
of record keeping in the form of a card index was launched on a sceptical 
world. Inelastic forms of record were proved unsuitable. Flexibility 
was proved to be an essential, but the filing of cards on their edge had 
the inherent and unavoidable fault of effecting an observation of the 
names in the record. Only a small percentage of names was rendered 
visible by a judicious use of guides, and consequently the speed with 
which any required card could be found was retarded, It was felt that 
if a method could be devised which, while possessing all the undoubted 
advantages peculiar to an elastic record, would give that facility of leaving 
to view all the names in the index, perfection, in so far as principle was 
concerned, would have been achieved. Now we possess that principle. 
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There are three or four forms of visible index equipment on the market, 
each having its own peculiarity in the way the forms are housed. 


Extravagance of Hand-to-Mouth Buying 

And so just as to-day we pay a few coppers to be whirled to business 
by bus or tube, in order to get there quickly, when a hundred years 
ago we should have walked, so the business man should not cavil at the 
price of his system equipment when its proper use is so essential, for 
without efficiency in the office one cannot hope to succeed in these days 
of vigorous and relentless competition. Bad buying of supplies is a 
very frequent factor in fostering the belief that system is expensive. 
Economy with efficiency is, of course, an ideal which every business 
man aims at, but undoubtedly in respect of the maintenance costs of 
his system equipment one often finds considerable room for improvement. 
What might be termed “ hand-to-mouth buying ” of supplies is exception- 
ally rife. Supplies are ordered in small quantities, as required, when a 
few seconds’ reflection would emphasise the advisability of ascertaining 
what the total consumption of these forms had been over a certain 
definite period, and placing an order for a large supply. Naturally a 
better quotation is always obtainable for a bulk supply, unless the form 
happens to be a stock line of some supplier, and a considerable reduction 
in annual maintenance costs would be effected by the firm who adopted 
this policy of buying its system stationery in bulk in place of the piece- 
meal, spasmodic buying which is by no means so infrequent as its so 
obvious imprudence would cause one to believe. Moreover, the keeping 
on hand of a sufficient supply to cover the following twelve months’ 
requirements has its value in so far as it prevents any irritating delays 
and holding up of work which sometimes occurs through the user’s stock 
of forms being exhausted and the supplier being unable to execute a 
replenishment immediately. 


How to Reduce Maintenance Costs 

A very good plan to follow in respect of purchasing supplies for any 
permanent and much used record is to put into stock primarily a 
sufficient supply of forms to cover twelve months’ use. Then, providing 
their consumption is regular, an order for half that quantity should be 
placed six months from that date and repeated at six-monthly intervals. 
This will secure that a six-months’ supply is always on hand, and also 
the buyer will benefit by receiving lower quotations in view of the larger 
quantities to be ordered, while the danger of running unexpectedly out 
of forms will be obviated. By following such methods as these main- 
tenance costs can be considerably reduced. Other points to remember 
are in connection with extensions. Experienced systems men frequently 
find their clients considering the installation of further cabinet-ware or 
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other housing media to cope ostensibly with an inevitable increase in 
the size of the record. On investigation this often proves to be 
unnecessary. “Dead” matter is not eliminated so rigorously as it: 
should be, and its retention in the current housing medium frequently 
creates a quite erroneous conception of the extent to which the record 
has grown. A regular and ruthless weeding out of all moribund matter 
will have the effect of releasing valuable space for new additions, and 
while saving the firm the immediate expense of purchasing further 
equipment postpones the necessity for so doing until the last possible 
moment. Saug 
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Idealism and Economic Common-Sense 


JE the idealists were successful in at once translating all their Utopian dreams into 

realities, it is quite conceivable that the result would be an entire disappearance 
of profits and an end to the chief incentive to industry. Much of our industrial 
trouble of to-day is due to a misguided effort to hasten reforms before the time is 
ripe for them. The desire on the part of the workers for shorter hours of labour 
and high standards of wages has been met to a great extent by employers, only 
to see the desired results nullified by the lack of co-operation to justify the change. 
Shorter hours of labour have been granted on the assumption that the lessened 
fatigue would guarantee greater efficiency of production ; higher wages were to 
be justified only by correspondingly greater output. Too often the effect has 
been a real reduction both of effort and result. 

“ Our standard of living is to be measured only by purchasing power. And that 
can only be raised by a cheapening of the necessaries of life. That, in its turn,‘ can 
only be achieved by a better employment of improved machinery of production 
by satisfied workers. The profit-hunting employer who puts back most of his 
profit into his business and uses all his energies to think out improved processes is 
rendering a service to the community which can be effective only if he is consciene 
tiously backed up by his employees. The workers have it in their power to make 
higher wages and better conditions possible if only they will actively help, instead 
of seeming to obstruct, the efforts of their employers. 

—Mr. J. C. Gould, M.P., in Current Opinion. 
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The Gaulle: Hint 


“I CONSIDER it to be the Business Magazine of the day, and have strongly 
recommended it to my friends in the business world,” ‘writes a well-known 
sales manager, of BusinEss ORGANISATION AND MANAGEMENT. 

Another reader, secretary of a big North of England firm, also testifies: ‘‘ The 
magazine is the best of its kind I have seen, and I consider it such an admirable 
production that I have recommended it to several of my friends, who are now 
regular readers.” 
` Your friend will be interested in BUSINESS ORGANISATION AND MANAGEMENT. 
We shall be pleased to send him a specimen copy if you will kindly give us his 
name and address. Send the postcard now. . 
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